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FIIANOIAL  AID  IXCHAIGS  COSTDITIOIS  FOR  FOREIGI 
AOCOUI'IS  II  THE  EXPORT  AID  IMPORT  0PERATI0I5 
OP  USSR  PORSiai-TRADE  ORGAIIZATIOIS 


1  -  Aspecte  and  Forms  of  Accomatlm  in  International  Trade 

Internationa}--  exchange  [*]  relations  are  basically 
coax>osed  of  accounting  relations  between  the  real  and 
legal  persons  of  various  countries  In'  terms  of  foreign- 
trade  agreements  and  non-ti'ade  operations.  On  the  basis 
of  these  private  relations,  exchange  transactions  bet¬ 
ween  government  arise  which  are  expressed  in  inter-go¬ 
vernmental  payments  and  exchange  agi’eements ,  In  order  to 
analyse  the  latter,  it  is  necessary  to  examine  the  basic 
questions  of  financial  and  exchange  conditions  of  ac¬ 
counting  in  foreign- trade  agreements  concluded  by  firms 
and  organisations  of  various  countries  with  one  another. 
The  establishment  of  appropriate  financial  and  exchange 
conditions  of  accounting  is  equal3.y  significant  for  the 
determination  of  the  price  of  the  commodity  and  the 
maintenance  of  a  profit  margin  in  the  related  foreign- 
trade  operations. 

Pinancial  and  exchange  conditions,  aa  well  as  the 
accounting  in  foreign-trade  operations,  are  arranged  in 
agreements  concluded  between  exportei's  and  importers. 

In  international  capitalist  trade,  in  which  the 
ecorAOsiic  laws  of  capitalism  apply,  the  forma  end  means 
of  accounting  (as  all ’else)  determined  by  these  treaties 
(price  of  commodity,  terms  and  system  of  delievery,  etc.) 
depend  on  the  correlation  of  forces  of  the  parties  con¬ 
cluding  the  specific  foreign-trade  transactions. 

One  of  the  most  sigrs.ifican,t  factors  determining 
the  correlation  of  forces  of  the  psirtles  in  trade  trans¬ 
actions  concluded  by  capitalist  countries  is  the  situa¬ 
tion  in  the  respective  commodity  markets. 

In  capitalist  foreign  trade,  which  is  character¬ 
ized  by  a  sharp  struggle  for  markets,  the  position  of 
the  exporter,  as  a  rule,  is  weaker  than  the  position 
of  the  Importer.  This  is  explained  by  the  fact  that 
commodity’ transformation,  the  conversion  of  capital 

[*  Also  referred  to  as  "currency”  in  this  translation.] 


from  commodity  fora  to  monetary  forja  ie  In  itself  one 
of  the  difficult  problems  In  a  capitalist  economy.  How~  ■ 
everj  the  chaiigin.g  conditions  tend  to  v;eaken  or  streiigthen 
the  position  of  the  exporters  or  importers  of  the  varioiis 
comniodities.  In.  a  stronger  conjuncture ^  the  position 
of  the  exporter  becomes  «.-*  other  factors  being  equal 
stronger  than  that  of  the  Importer*  In  a  weaker  conjuncture 
on  the  other  hand,  the  position  of  the  importer  becomes 
stronger  than  that  of  the  exporter,  h 

‘  Various  special  circumstances,  such  as  war,  post-  * 

\=var  shortages  in  particular  corMaoditieSj  crop  failures, 
etc,,  can- create  a  particularly  advantageous  position 
for  the  exporter.  Thus,  during' World  War  II  and  the  first 
years  afterwards', there  was  a  buyer* a  market  iti  the  foreign 
market.  Such  a  situation  existed  In  the  raw-materials 
markets  in . 1950~19bl,  during  tin?  military  action  in  Korea, 
and  in  the  market  for  petroleumi  products  at  the  end  of 
1956,  in  connection  with  the  closing  cf  the  Sues  Canal 
as  B  result  of  the  Anglo-Freiich-Iaraeii  aggression  against 
KgJ^pt,  ; 

Monopolies,  which  control  the  production  of  and 
trade  in  separate  cosmodities,  have  a  significant  in-~ 
f license  on  the  correlation  of  forces  of  the  parties 
in  foreign-trade  transactions. 

On  the  other  hand,  the  forms  of  aocounting  and 
financial  condltione  of  ti^ansactions  also  depend  on 
the. nature  of  the  commodity  and  the  existence  in  the 
trade  in  certain  commodities  of  conventional  aocounting 
conditions,  Tbiis,  for  example,  the  financial  condltione 
of  transactions  Involving  orders  for  industrial  equip¬ 
ment  and  machinery  differ  from  the  accounting  cbnditioxiS 
in  purc'nases  of  raw  materials  and  food  products.  Special 
accounting  conditions  exist  for  certain  exchange  commo¬ 
dities,  In  international  trad©  in  such  types  of  comiao- 
ditiers  as  forest  psroductc,  grain,  petroleii»i  products, 
smd  others,  standard  transaction  conditions  d-svieed  by 
the  capitalist  associations  of  the  respective  exporters 
and  importere  sometimes  operate, 

A  not  insignifi'Cant  role  in  the  determination  of 
accounting  conditions  is  j)layed  also  by  the  credit  . 
position  and  solvency  of  the  other  party  vtith  whom  the 
given  foreign-trade  transaction  ia  concluded, 

The  basic  types  cf  foreign- trade  accounts  arei 
1)  the  cash  account;  and.  2)  the  credit  accounts,  the 
crediting  of  the  importer  by  the  exporter,  or 'vice  versa. 

An  intermediete  form  m'hich  is  seldom  encountered  is  the 
credit  account  'with  the  option  of  cash  payment. 
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!rh.is  foTis  of  crodit  ©xistis  ususlly  An  coysJiScAAon 
with  tiiose  pro  duo  ts  in  ?^Mcli  the  market  price 
upon, ■ in  itself,  includeB  an  increase  for  tb®  Prevision 
of  credit.  If  the  importer  does  not  wish  to  utliiee  cne 
credit  and  prefers  to  pay  cash,  he  realises 
in  the  price  of  the  coiiimodity  calculated  on  tne  oasis  oi 

A  cash  account  is  understood  to  be  that  tjpe 
account  in  which  noymant  for  a  conKBodity  takes  Pi®c® 
fiiOKSnt  the  transition  in  ownership  tokes  pxace  iso  the 
buyer  of  the  commodity,  or  on  presentation  of  the  _ 

The  practice  of  International  trade  somewhat  broadens 
the  concept  of  the  cash  account,  including  in  it  snch  in¬ 
stances  'In  which  there  ai-e  certain  elements  of 
such  as,  for  example,  the  payment  for  a^commodity  the 
moment  the  contract  is  signed,  or  sj^^nltanoously  with  the  . 
delivery  to  the  consignee  of  the  bill 

goods,  that  is,  before  the  change  of  oi^Tiership  takes  place. 

,A  credit  account  in, international,  as  in  domes uiCt 
tmde  is  understood  to  include  only  commercial  credit, 
or  credit  between  the  manufacturer  and  buyer  or  the  ex¬ 
porter  and  importer,  in  accordance  with  spscx.fic  i,rans- 
actions  agreed  upon  by  buyer  and  seller.  In  corinection 
with  this,  pavment  to  sellers  in  the  other  country  lor 
goods  reckWd,  with  money  loaned  by  the  government  or 
barks  of  that  country  would  not  be  considereo  a  o^fjit 
account  because  accounting  with  the  individual  foreign 
contracters  by  .the  importers  will  be  in  cash  irom  the 
credits  received*  Ih  crediting  an  importer  by  sin  ex¬ 
porter,  the  sale  of  goods  takes  place  with  a  postpone¬ 
ment  of  payment .  ^  j,  «« 

The  basic  forms  of  cash  accounts  in  che  foreign- 

trade  traneactions  of  buyers  end  sellex's  ares 

account;  2)  the  ccllsotion  account;  and  5)  the  credit  ac- 

coin..  conditions  of  international  capitalist  ; 

trade,  which  is  subordinated  to  the  fundamental  economic 
law  of  capitalism  —  the  la?/  of  surplus  value  and  the  in- 
J  eurance  of  maximussi  profits,  as  well  as  the  law  of  I- 

‘  tition  and  anarchy  of  production—  tue  interests  o*.  the 
exporter  and  importer  are  contradictory ;  \,o  whe  extsn,. 
that  v/hen  a  given  form  of  ca-eh  account  is  advantageous 
to  the  exporter,  it  is  disadvantageous,  other  factors 
being  equal,  to  the  importer;  and  vice  versa,  ^ 

Therefore,  in  examining  the  various  forms  of  cash 
accounts,  one  should  conditionally  examine,  them  from  the 
points  of  view  of  both  sides  to  a  trade  transaction. 
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■The  open  accoimt  is  c  ffiuoh  less  afiTantageous  form 
of  cash  account  for  the  ex}X^rter. 

Accounting  through  open  accounts  is  cher-eoterissed 
hy  the  goods  or  invoices  'being  transmitted  to  the  im- 
porter  before  pe*y®ent<,  Paynent  is  made  by  the  buyer  in 
the  term  stipulated  in  the  contract.  If  the  term  exceeds- 
one  month f  then  in  trading  practice  the  open  account  is 
not  conaidered  a  cash  account,  but  a  credit  account. 

In  the  open  account  form,  the  exporter  records  [- 
as  a  debit  in  the  importer's  account  the  amount  duo  frora' 
him  for  the  goods  sold,  and  the  importer  records  this 
amount  in  the  exporter's  account  as  a  credits  After  pay*» 
meat  for  the  goods  bj^  the  importer,  both  sides  make 
reverse  entries  in  their  books. 

A  negative  aspect  of  this  form  of  accounting^ for 
the  exporter  is  the  iaek  of  protection  he  has  from  losses 
In  the  event  of  non~payment  by  the  importer-buyer  for 
the  goods  delivered  to  him.  Such  instances  arise_ as  . 

consequence  of  dishonesty  bj'’  an  importer,  as  well  ae  in— 
vency  or  bankruptcy.  • 

In  addition,  the  open  account  usually  leads  to  ^ 
b1o%'  down  in  receipts  from  the  exporter  C sic.  Importer?! 
because  payment  for  the  commodity  does  not,  as  a  rule, 
take  place  immediately  after  the  receipt  of  the  invoice 
by  the  buyer.  It  is  possible  for  the  latter  to  delay 
payment  for  the  goods,  making  to  the  exporter  various 
and  freqiiently  unfounded  excuses.  .  . 

The  open  account  is  used  in  inter  trade  in  large 
part  in  accounting  for'  numerous  deliveries  of  goods  by 
maall  parties,  when  there  is  a  long-standing  relation¬ 
ship  between  the  exporter,  and  importer,  and  also  In 
coruj.ection  with  large  reliable  firms,  particularly  when 
the  buyer  is  a  government  orgardsation.  The  open  accoimt 
is  found  also  in  the  accounting  of  exporters  -with  brokers 
and  consignees,  for  goods  sent  bn  cansignment  for  sals 
from  a  warehouse. 

For  importers  the  open  account  is,  other  factors 
being  equal,  a  most  advantageous  type  -of  account,  in 
that" it  does  not  tie  up  their  working  funds  Tcapitall, 
makes  credit  with  banks  uimecessary ,  ■  and  fx-eea  the  buyer 
from  the  risk  of  loss  resulting  from  payment  for  imac- 
cepted  and  unBatisffactory  goods. 

In  the  collection  account,  the  invoice  and  bill 
of  lading  of  the  undispatched  goods  is  not  sent  directly 
to  the  importer,  but  through  a  bank  to  perform  the  col¬ 
lection  function  for  the  exporter  or  his  bank.  The 
collection  bank  releases  the  bill  of  lading'  to  the  iia- 
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^porter  for  the  goods  only  after  full  payment  is  made; 
as  a  results,  the  .exporter  is  protected  from  poesihle 
loss  through  non-^payiaent  hr  the  importer  for  the  goods 
or  hill  of 'lading  turned  over  to  him. 

In  the  collection  account  the  buyer  is  allowed  ,  , 

&  few  days  grace  (from  5-14,  sometimes  more)  in  which 
he  must  redeem  the  hill  of  lading  from  the  hank.  lue 
collection  form  of  accounting  does  not,  however j  guarantee 
I  the  exporter  the  redemption  of  the  hills  of  lading  by  , 

1  the  buyer  within  this  period.  It  is  possible  for  tne  buy€ff 
under  vai’iDUs  pretexts  not  to  ful.fill  his  obligation  ana 
to  delay  redemption  of  the  bill  of  lading.  In  such  a 
case,  the  exporter’s  receipts  for  the  goods  are  delayed 
and  he  will  not  be  in  a  position  to  repay  on  time  the 
loan  Eisde  to  him  by  his  bank  an,d  it  will  be  necessary 
to  pay  a  higher  interest,  A  fin©  for  each  day  of  non- 
psyment  Is  usually  stipulated  in  the  contract  to  prevent 
such  losses.  Other  means  of  protection  against  losses 
resulting  from  non-rsdemption  of  the  bill  of  lading  by 
the  buyer  within  the  stipulated  period  is  the  receipt 
from  the  ba3rer  of  a  depjosit  or  a  bank  guarantee  of  , 
eventual  payment  for  the  goods. 

As,  is  evident  fro®  the  preceding  the  collection 
form  of  accounting  protects  the  interest  of  the  expor¬ 
ter  to  a  greater  degree  than  the  open  account.  At  the 
S8.me  time,  however,  it  has  the'  disadvantage  for  the 
exporter  that  it  mors  or  leas  slows'  down  the  turnover' 
of  fundsinvested  in  the  export  operation. 

On  the  other  hand,  for  this  very  reason,  the  col¬ 
lection  account  has  almost  the  same  advajitages' for  the 
'  importer  as  the  open  a.ocount.  In  the  collection  form 
of  accounting  it  is  not  necassary  for  the  importers  to 
BAYBXioe  cash  •■■b6f ol’e  Teceipt  of  the  goods  aBd,  it 
necessary  for  them,  therefore,  to  engage  bank  credit. 

It  should  be  noted  that  in  the  practice  of  ca¬ 
pitalist  internatioiml  trade,  especially  in  dreat  Britain 
and  the  US,  in  the  collection  form  of  accounting  (as  with 
letters  of  credit),  exporters  issue  bills  of  e.xchange 
for  th©  a.ffiount  of  the  invoice  value  of  the  goods  sold 
at  the  same  time  that  they  send  the  bills'  of .lading  to 
the  importer  or  his  bank.  If  the  commodity  is  sold  on 
credit,  the  invoices  are  transferred  by  the  collecting 
bank  to  the  importer  or  his  bank  against  the  accept¬ 
ance  of  the  bills  of  exchange  of  the  exporter.  In  the 
absenvoe  of  credit  as  wall,  Ihritish  and  US  banks  usually 
demand  presentation  of  the  bills  of  exc'hange  upon  -pay- 
ment  of  the  invoices.  The  drafts  are  put  at  the  dis¬ 
posal  of  the  exporters.  In  such  a  case  the  bills  of 
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excliaiifte  aro  fomv'arded  to  the  exporters  on  deaaj'icK 

'"The  most  adTaritageous  form  of  cash,  .accoimting 
for  the  exporter  is  the  IrM’evocable  letter  of  cre6.lt 
opened  by  the  importer  in  e  bayik  of  high  repute* 

The  letter  of  credit  .form  of  accounting  protecte 
the  ex3;5orter  from  ouch  a  risk  ae  non-payment  for  .a 
comjaodj.ty  received  by  the  exporter  as  well  as  from, 
losses  resulting  from  non-redemption  or  delayed  re- 
demption  of  the  inToioetu 

The  irrevocable  Ifjtter  of  credit  gives  the  ex¬ 
porter  faith  th.at  the  invoices  preaented  by  hiia  will 
be  settled  by  the  bank  In  accordanee  with  conditiona 
of  the  letter' d'f  credit*  With  the  letter  of  credit  ^  the 
obligation  for  payment  is  a8SUffi.ed  by  the  ba.nk  issuing 
th-s  letter  of  credit  instead  of  the  importer.  This  ob¬ 
ligation  remains , in  force  regardless  of  what  might  occur 
in" the  future  to  the  importer  or  to  his  property  (for 
exairiole  death,  bankruptcy,  etc.).  At  the  same  time 
the  letter  of  credit  form  of  &eGO\mtiri.g  assures  the_ 
exporter  of  a.  faster  return  of  proceeds  from  the  sale 
of" goods  than  the  open  account  or  the  oollection  ac¬ 
count*  The  cxpo:rt€;r,  therefore,  can  get  by  without 
obtaining  a  loan  on  the  shipped  .goods  or  is  able  to 
diminish  th€>  term  of  such  a  loan,  to  the  maxlauiu.  On 
the  contrary,  for  the  importer  the  l.etter  of  credit  is  ' 
the  last  advantageous  form  of  fe:ash  eecount,  other 
factors  being  equal.  The  importer  must  advance  his 
monetary  resources  for,  the  issuance  of  a  letter  of 
credit  .long  before  the  receipt  of  the  purchased  goods 
and  must  therefore  resort  to  credit  ia  the  bank  and 
pay  interact  on  the  losn.  The  e.xpenses  associated 
with  the  issuanoe  of  a  letter  of  credit  are  borne  by 
the  importer,  in  con.forffiity  with  the  established  ti’ade 
practice.  The  corimissiori.  to  the  banks  for.  the  issuance 
of  cofflmeroial  letters  of  credit  is  higher  than  a  com- 
mi.ssion  for ’a  colleot'iori  operation.  ' 
i  The  exporters  alraje  demand  that  the  letters 

of  credit -in  "their  favor  be  Issued  in  advance,  in  any 
case  before  shipment  of  the  goods  to  the  ■importer . 
Untimely  issuance  of  the  letter  of  credit  results  in- 
certain"  losses  for  the  exporter  in  terme  of  expen¬ 
ditures  for  t.he  Btorage  of  the  goods,  the  decrease  in 
turnover  of  circulating  capital,  and  other  expenditures* 
Pines  are  usually  established  in  ths  contracts  for  the 
delayed  Issuance  of  a  letter  of  credit  by  the  buyer. 
Another  matter  stipulated  by  exchange  traasactiona  is 
the  term  of  ffie  letter, of  credit.  The  term  depends  u.,pon 


r  1 

the  nature  arid  quantity  of  the  goods  sold,  delivery 
deadlines  a3:id  the  shipping  conditions.  \  ' 

Ris  letter  of  credit,  is  always  limited  tp-  a 
specified  aifiount  corresponding  to  theinvoice  valva  of 
the  sold  product  and  other  expenditures  paid  for  with 
the  letter  of  credit. 

Letters  of' ci‘edit  are  revocshle  aM.  irrevccehlei, 
ccnfirEied' arid  uncoiifirfficd.  Only  the  irreToca'ble  letter 
-4  of  credit  gives  the  exporter  the  guarantee  of ^ the  timely  L 
vpsysient  for  the'  goods  and,  therefore,  frees  hiia  from 
the  risk  of  TiOn-^r'edeiipt.icn  6f  the,  Isrvoiceis  hy  the  buyer 
Vifith  the  revocable  letter  of  credit  the  importers  can 
evade  the  acceptance  of  the  invoid.os  end  payme'ut  order~ 
ing  the  .banlr  .to  revoke  the  letter  of  credit.  The  question 
of^oonfirmaticn  of  credit  by  the  b-mk  may  occur  in 
those  cases  where  the  bank  issuing  the  letter  of  credit 
and  the  bank  ccriajaiesioned  with  thepay®.ent.  for  the  in- 
voices  vfi'tli  the  letter  of  credit  are  different  i'n.sti>“ 
tutlonc.  This  usually  occurs  in  cases  where  the  letter 
of  credit  is  initiated  by  the  importer  in, a.  bank  of 
his  omi  country  and  payment  by  means  of  auch  a  letter 
occurs  in  a  bank  of  the  country  of  the  exporter  or  a 
thl.rd  count'ry.  In  the  case  of  an  irrevocable  letter  .  ■  .  , 

of  ■credit,'  either  confirmed  or  unconfirmed,  the  bank 
issuing' the  letter  of  credit  is  always  obligated  to  the- 
exporter e.  However,  .the  bank  which  pays'  the  invoices  on 
commisslca  of  the 'bank  issuing  the 'letter  of  credit 
bears  the  responsibility  towards  the  exporter  only  if  . 
the  letter  of  credit  is  confirmed'.  In  such  a  case  the 
letter  of  credit  1b  fore  the  first  bank  irrevocable 
and  for  the  second  bank,  confirmed .  If  the  second  .bank 
makes  only  the  payment  on  order  of  the , bsnk  issuing 
the  letter  of  credit  for  the  invoices,  bat  doevS  not 
tai:e  upon  itself  any  responeibility  for  their  payment, 
the  .letter  of  credit  will  then  be,-  in  relation  to  the 
second  bank,  tmeonfirffied.  further,  letters  of.  credit  ^ 

.  can  be  plain  or  single  draft  and  autom.atioally  re¬ 
plenished  or .revolving,  A  ravolving  letter  of  credit 
is  issued  to  cover  part  of  the  agreed  value  of  'the  goods 
sold  with  an  obligation  on  behalf  of  the  bank  for  sub-. 

:  sequent  reple'aishEient  and  extentioii  of  th-cletter  of  cre^dit 
within  the" limits  of  the  amount  stipulated  for  the 
period. specified,  with  the  degree  of  its  use.  . 

Letters  of  credit  can  be  initiated  by  the  im¬ 
porter,  depending  upon  the  conditions  of  the  contract, 
in  favor  of  the  exporter  or  at  th©  order  of  the  ex¬ 
porter,  In  the  first  case  only  the  exporter  is  authorissed 

■  ■  J 
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'to  dravif  o:a  the  letter  of  credit.  In  tlie  second  case 
the  right  to  d:cav/  oh  the  letter  of  credit  can  be  trans¬ 
ferred  by  the  exporter  by  means  of.  a  transferring  en- 
dorsefri’ent  to  any  other  person. 

So-called  transferable  letters  of  credit  era 
scffietimes  found  In  interna.tior-al  trade.  .Letters  of 
credit  of.  this  type  .indicate  that  the  peroon  in  vvhose 
favor  or  for  whose  order  the  letter  of  credit  .is  isoued, 

'  has  the  right  to  request  the  issuing  bank  to  transfer 
>  the  given  letter  of  credit  to  another  bank  in  favor  of 
the  beneficiary  or  another  person  at  the  same  ccndltioriS 
on  the  basis  of  vthioh  the  initial  letter  of  credit  was 
issued.  If  it  is  indicate d.  that  the  credit  is  divlaable, 
then.it  means  that,  on  the  basis  of  the  specified  letter 
of  credit  j  It  la  ' possible  to  iss'iie  several  letters^  of 
c.redit,  on  the  condition,  however,  that  their  total  _ 
value  does  not  exceed  the  sms  indicates  in.  .t.he  original 
letter  of  credit. 

,0f  .particular  interest  from  the  exporter’s  point, 
of  view,  Is  the  queBtion  of  v/hich  banlc  x^/ill  the  letter 
of  credit  Sri.  his  favor  be  issued  from.  Upbn  this  depend 
the  certainty  of  payment  and  the  promptness  of  the'  re- 


turns  for  goods  sold 


conseauentixr  the  rate  ol 


turnover  of  the  reeources  investecl  in  the  export  oper¬ 
ation.  Sxportera  are  usually  . interested  In  having  the 
letter  of"  credit  be  iaoued  a  bank,  of .  their  own  country. 
The  initiation  of  a  letter  of  credit  in^a  barik.  o.f  the. 
i.!Bporter's  coantrji  or  in  a  bank  of  a,  third  count ry 
usually  j-oads  to  a  slov/er  turnover  of  the  resources  of 
the  exporter. 


2  Currency  Gonditioas  of  Pa.yaent 

One  of  the  essential.  problem.e  demanding  .solution 
in  the  conclusion  of  foreign  trade  and  credit  agreemients 
between  firsTiS, 'bank,  and  oz'ganiaations  of  various  coun¬ 
tries  is  the  determination  of  the  currency  conditions 
of  payment.  The  necessity  of  precisely  establishing 
these  conditions  arises  frora  the  existence  in  various 
countries  of  diverse  exchange  systems  that  differ  in 
their  legal  and  factual  gold  content  and,  purchasing  , 
power . 

-In  contemporary  international  trade  the  estab¬ 
lishment  of  exchange  condittona  of  pajuaent  bolls  down 
to  two  basic  issued;’  1)  the  establislnaent  of  foreign 
exchange  prices  and  payments  in  international  ausd  credit 
transactione  and  2)  the  inclusion  into  contracts  con¬ 
cluded  in  insufficiently  stable  foreign  exahen,ges,  of 
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provisions  protecting  both  parties  from  the  currency 

ill  3  •I'T 

In  interriational  trade  contracts  the  i  ayer  and 
the  seller  Bust  always  agree  In  advance  on  the  currency 
in  which  the  price  will  be  csxpresB&d  and  the  payment 
transacted,  for  the  coimriOdity .  credit  agreements, 
the  currency  la  which  the  sstablisbE.ent  and  liquida¬ 
tion  cf  credit  and  payment  of  interest  will  be  mads  must 
be  decided  upon  beforehand.  l. 

The  particular  currency  in  foreign  trade  and  f 
credit  transactions  may  be  either  that  of  the  couiitry 
of  the  seller  (creditor),  the  buyer  (the  debtor)* 
or  the  currency  of  a  third  country .  The  ciirrsncy  in 
which  the  price  of  the  sold  eomaodity  is  established 
(in  credit  agresiaefntss  the  amount  of  credit)  is  called 
the  transaction  ourranoy,  (the  price  currency  in  buj^'er 
and  seller  contracts,  the  credit  curreno2^  in  credit 
agreements). 

The  currency  in  which  the  payment  for  a  coBmo-" 
dity  takes  place  (In  credit  agreements:  the  liquidation 
of  credit  and  the  jiayment  of  the  interes't),  is  called 
the  payment  currency  or  the  accountlrig  currency^.  . 

More  commonly  the  transaction  currency  and  t?ie 
pEyicent  currency  in  international  trade  and  credit 
contracts  coincide.  Cases  exist,  however In  which  the 
price  of  the  goods  sold  is  established  in  one  currency, 
w5.th  the  payment  for  them  in  ai^other  currency.  Rarer 
are  cases  encountered  in  which  the  credit  currsney  dxid 
the  currency  of  credit  liquidation  clc  not  coincide. 

The  establishffient  of  tlie  price  of  the  commodity 
in  one  currency  \i7ith  payment  in  another  can  serve  as  a 
type  of  insurance  from  currency  risks  arising  from  the 
poesibillty' of  a  change  in  currency  rate  of  exchange. 

Prior  to  World  '^’ar  I,  wVien  the  majority  of  the 
nations  were  on  the  gold  etandard,  each  side  strove  to 
conclude  the  agreement  in  its  own  currency .  If  the  ex¬ 
porter  sold  the  cormricdity  in  his  O'wn  country,-  the  trans¬ 
action  currency  was  usually  the  currency  of  the  export¬ 
ing  country.  If  the  exporter  concluded  a  transaction 
for  the  sale  of  the  goods  in  the  country  of  the  Im¬ 
porter,  the  transaction  was  U3\ia.lly  completed  in  the 
iffi,porter‘s  currency,  Furthermore,  transactions  were 
completed  in  the  certain  foreign  cuiu-encies  for  certain 
lines  of  prodtiots,  depending  upon  the  established  customs 
of  international  trade.  These  customs  arose  because 
of  the  fact  thatp articular  countries  played  the  pre¬ 
dominating  role  in  the  in-oernatlonal  market  for  certain 


^  kinds  ©f  Goniffiodltiee  .  Thug ,  for  ex0mf>le ,  ^  sost  ^  of ^  tae  ^ 
transaction  In  non-rerrous  setala  etnd  ^ 

in'^^ounda  eterling  heeauBe  (Treat  Bi’itairi  corrvrclice  th-^ 

.  most  slgaiiicant  aouroes  of  rubber tin,  and  aeverax ^ 
other  non-'ferrous  BcetalSe  l-^or'  exactly  tlxe  same  reason 
until  world  war  II, ,  Great  Britain  plajed  ■ 

significant  role  in  world  shipping  witn  tae  resu^^t,  t,tat. 
■the  meloritT  of  the  tranaactiOBa  in  aea  ahipauntfe.  v.eie 
'  completed  in  pounds  sterling.  The  United  StaaeE  played 
1  a  significant  role  in  the  'world  petroleum  , 

a  result  petroleum  products  were  Bold  usually 
lars.  For  the  &B.ue  reason,  furs  wore  generally  solu^lor 
American' dollars  because  the  United  States  was  tne  main 
market  for  thli,  product .  ■ 

•  '  Vt’'heri  a  given  aonntTf  was  under  the  gola  ot..,in..Arii 
the  transaction  cti.rrency  in  whioh  the 
ffiod'ity  was  expressed,  usually  coincided  wita  -..he  pay¬ 
ment  currency?  currency  In  whiua 

the  aecouBtirig  f6t  the.  comuodity  took  place «  After  t.i8 
virst  woT’id  War*  when  inconverti hie  .paper  ourrencios 
■  appeared  in '  most  co^nitries ,  exporters  -aspired  to  sexi 
comaoditieo  ■  in  those  curranoies  w.nich  seemed  to  tue«« 
to  be  moat  stable  -  in  US  dollars  and  potmda  Bterimg. 

The  currency  Gonditlons  of  accounting  xuuqT"^ 
national  trade  unaerwent  essential  changes -in  the  period 
of  the  world  eoDnomic  crisis  of  1929-1953.  During  6T.<.ci 
follo’wing  the  crisis  all  the  capiteiis'c  countries 
found  it  necessary  to  resceiid.  the  gold  standara 
lower  thcfii"  ratoB  of  exchange#  Xn  EiSiiy  counvi .Tss  cui"" 
renew  restx'ictlojie  were-  eatahllshed .  .Exporters  in  tnose 
countries  where  the  currency  restrictions  wary  intiO*" 
duced  and  the  currency  of  which  became  iriiOoriTCrtibi.e 
stt-'^mnted  to  sell  their  coismoflltleB  for  cosTertible 
curi-'enolss  of  third  countries.  The  currency  legisla¬ 
tion  of  'TjJigland  dtiriiig  the  Second  World  War ■  requires 
that  the  exporters  sell  English  oomrooditioe  _ oray.  xor 
convertible  currency  i.  On  the  otherhend  the  impoiters 
of  countries  with  currency  reetrictions  attempted  ;;o 
pay  for  commodities  pm^chaaed  in  other  countries  with 
th*4lr  ovm -reetricted’ curre:!icy .  . 

At  the  .pi-esent  'tj.aie,  when  the  currencies  oi  • 
?Jestern  Eurepean  capitalist  countries  .have  become 
convertible  in  currant  operations  (see  chapter  V; , 
the  choice  of  a  payment  currency  is  difficult  only _ in _ 
those  capitalist  countries  In  walch  currerjcy_  restriction 
is  still  in.  force. 
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Ik  all  eaaea  where  the  price  currency  of  the 
commodity  doea  not  coincide  with  the  payment  C'ii.T'':ncy» 
tihe  question,  of  at  which  rate  of  exchange  to .  c>i.  .ciilate 
'the  transsction  carrency  arleasj,  that  is  of  the'  p;'‘ice 
of  ths^  comiDOdity  isrto  fho  payment  currency*  It  :  s 
poBslbie  to  apply  Tarlous  rates  cf  exchange,  CaTI©  '  . 
trsuisfere  or  check  I’ates,  buyer'*®  or  seller ra'jeB, 
or  an  interaiedlate  rate  betiiiiesn  the  'buyer  and  tfc  ’  heller 
rates.  L 

The  rate  of  conversldh  of  the  tranaactl.on  cik-  ' 


rency  into  the  payraont  currency  .is  usual ly  rngveei  upon 
in  the  contract  with  the'  buyer ,  The  ci’rrency  ffiar'js;'etrila 
which  the  conversion  is  to  take  place  is  also  indicated. 
The  exchange  rates  in  various  currency  maTke is  do  not 
always  coincide.  ?o.r  the  exporter  it  is  usually  more  -  ^ 
advantageoua  to  maite  the  exchange  in  a  frser  oarrency 
market.  If  the  traneactton  is  completed  with  the  pay¬ 
ment  in  the  currency  of  the  exporter  the  importer  must 
then  ,'fouy  this  currency  in  order  to  coKply  with  the  con-* 
ditio'ns  of  the  agreement.  In  such  cases, ^  therefore^ 
the  rate  of  the  sellers  takes  place  by  meajis  of  bills 
of  exchange  or  cable  transfer  of  the  transaction  currency 

The  rate  at  which  the  transaction  currency  is 
to^^be  converted  into  the  cleardng  account  currency, 
which  13  the  payment  currency,  is  stipulated- by  the 
■payment  a.greements  concluded  among  the  cotintries, 

■  Anotliei’  significant  question  related  to  the' 
ourraney  conditions  of  payment  .in  international  trade  ', 
and  credit  transactions  is  that  of  .Insurance  against 
currency  risk, 

Under  the  contemporary  capitalist  wox’ld.  trade 
oonditiona  currency  losses  caii  threaten  hoth  exporters 
and  iraporte.r's ,  creditors  jmd  debtors  p.ria»a'’ily  for  the 
following  reaBons.  First  of  all  due  to  the  instability 
of  capitalist  currencies  in  the  period  of  general  crisis 
of  capitelisiQ  manifested  in  the  lowering  of  their 
parities  and  exchange ■ rates  as  well  as  the  eotahllshaent 
of  various  exchanges  in  international  trade  operations, 
Purthenacre  due  to  the  sharp  fluctuations  in.  the  buy¬ 
ing  power  of  currencies  with  relation  to  international 
products.  In  addition  to  that  the  looses  resulting  from 
the  curr^ency  problem  can  re3u,lt  due  to  the  introduction 
in  Various  countrlee  of  new  currency  restrictions  or 
the  strengthening  of  existing  restrictions  as  a  result, 
of  which  t'ho  use  of  currer,ic,y  means  is  m,ade  difficult. 

The  fundamental  means  of  proteoting  the  exporters 
from  the  risk  of  freesing  -gains  from  export'  in  bank 
accounts  follow/ing  currency  restrictions  is  the  con- 


elusion  v.'ith  the  related  comitrles  of  clearing  agree¬ 
ments. More  ahout  this  is  to  be  found  in  the  follow-  ■■ 
irig  chapter. 

;  losses  reulting  froBi  drops  in  the _  exchange 
rate  threaten  exporters  not  only  wnen  sales  of  .com.mO“> 
dities  are  made  on  credit,  bux  in  all  those  cases  . in  ■ 
which  a  period  of  tiEt©  elapses  between  the  conoluaion 
of  the  agreement  with  the  foreign  buyer  (and  the  estab- 
--j  lishifient  "of  the  price  of  the  commodity )  an.d  ths  time  Y 
*  of  payment  for  the  eoimaodit/  in  question. 

In  selling  coro.modities  in  foreign  exchanges 
the  exporters  riak  not  receiving  the  full  value  of  the 
sold  product  agreed  upon  with  the  buyer  if,  at  the 
moment  of  oavrEent.  the  exchange  rate  of  this  currency 
will  drop /with  the  result  that  the  exporter  will  not 
receive  the  former  qEiantlty  of  gold  and  purchasing 
■Dcwer  in  relation  to  the  .product. 

■  "  On  the  other  hand  the  importere  are  threatened 

with  losses  if  the  rate , of  exchange  of  the  currency 
in  w’hich  the  prices  of  the  purchased  coBimodl  ties  are 
established  is  raised.  .  , 

With  the  aim  of  eliminating  losses  for  «he,  ex- 
X-iOrters  or  isiporters,  creditors  or  debtors,  resulting  ' 
from  any  changes  in  the  rate  of  exchan.g0  of  the  currency 
in  which  the  price  of  the  commodity  is  designated,  or, 
in  credit  agreements  -  the  amount  of  credit,  the  follow- 
jng  inean.s  of  ixisurance  against  (see  note)  currency 
risk  in  international  capit-alist  trade  are  utilised i 

1)  Agi’eements  vfith  the  exchange  rate  of  a 
fixed  date; 

2)  The  inclusion  of  a  currency  clause  as  a 
oondition  of  a  payment  in  the  agreement; 

3)  The  Inclusion  of  a  gold  clause  in  the 
a{|ieement ; 

4)  The  eonclusion  of  a- purchase  a.greeiQant 
simultaneoualy  with  the  sale  agreement, 
for  a  Btmilar  value  in  goods  and  the  same 
period  of  time  -  l.e.  the  imffiodiate  util.l- 
nation  of  the  prospective  receipts  from 
the  export  transact ion. 

(/Sote  /In  practice,,  insurance  .against  the  currency  ,  risk 
““  is  provided,"  for.,  primarily,  in  cases  of  a  re¬ 
duction  of  the  rate  of  exchange,  in- that  cases  in 
L.  which  the  exchange  rates  are  increased  are  J 

rare . in  contemporary  . capitalism. ) 


5)  Ihe  coJicluBion  of  coffipanaating  and  bari  j? 
transaction! 

'  -■  6)  The  Inclusion  of  cla’aseL=!  for  the  revisl  )n  ; 

of  comniodity  prices  in  case  of  devaluation 
or  significant  drop  in  the  rate  of  exch  mge 
during- the  transaotion* 

The  possibility  and  expediency  of  the  appli- 
cation  of  one  or  another  Eieana  of  protection  from  ' 

currency  risk  depends  in  each  j>e.rtioule,r  case  upon 
the  concrete  economic  situation  and  the  position  of 
the  related  currency  at  the  given  iBoment. 

In  capitalist  countries  which  apply  currency 
restrictions,  which  are  marked  by  the  absence  of  a  free 
currency  and  gold  market  and  the  oonvcrtaDility  of 
currency,  individual  means  of  protection  from  currency 
risk,  in  particular,  dated  transactions, _ can  be  con- _ 
sidersd  practically  impOhSsible,  or  associated  with  sig¬ 
nificant ‘difficulties.  Crold  and  ourroncy  clauses  are 
the  most  ooraprehsnalYe  method  of  protection  from  cur¬ 
rency  risks  in  interr^ational  ti’ade.  .  ^ 

The  currency  clause  is  a  condition  included  in 
the  saie-pxxrchase  contract  ox'  the  credit  agreement^, 
according  to  which  the  amount  of  the  peyment  for  the 
goods  or  the  amount  for  the  liq.i:ldation  of  credit  is 
determined  depending  upon  the  rate  of  exchange  of  the 
currency  v/ith  relation  to  the  specific  establ.ished 
foreign  currency  base -in  the  contract.  The  inclusion 
of  the  currency  clause  as  a  condition  of  the  acoo'ant 
in  trade  and  credit  transactiono  may  exist  in  tv/o  forms i 
1)  by  way  of  establishing. the  price  of  the  product 
sold  or  the  amount  of  credit  extended  in  a . specific 
stable  currency  with  an  understanding  that  the  pay¬ 
ment  for  the  ooEiTBOdity  or  credit  will  be  made  in  another 
currency  stipulated  in  tha  contract,  usually  the  local 
currency  of  the  impoi'ter  or  creditor,  in  a  sum  corre¬ 
sponding  to  the  exchange  rate  of  this  currency  in  re¬ 
lation  to  the  stable  currency  on  the  d&y.  of  payment! 

P)  by  a  clause  on  the  change  of  the  price  of  the  pro¬ 
duct  or  the  credit  in  the  stipalfited  currency  in  the 
same  ratio  in  which  the  stable  currency’s  rate  of  ex¬ 
change  has  changed  with  relation  to  the  transaction 
currency  at  the  moment  of  payment  in  comparison,  with 
the  moment  of  the  conclusion  of  the  coiTtmercial  treaty 
or  credit  agraement.  .■ 

In  the  first  variant  the  price  of  the  commodity 
in  the  export  trsnsaction  is  established  in  some  rela- 
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tiTsly  'etable  ourreRcy ^  £;wob  as  'SwIbs  francs  oi’  Ai^eri- 
can  dollars  j  aiid  payeaiit  for  .th,€;  .ocmaodity  is  stipula¬ 
ted  in  another  currenoy  sc®e?Aat  less  stable ?  such  aa 
Sngl5.sh  pounds  sterling  or  Belgian  francs.. 

Let  U0  suppose  that  the  “transection  w-ae  ccnolucled 
before  the  devaluation  of  the  pound  sterling  on  IS  Sep~ 
tsmber,  1949s  and  ths  price  of  the  ccffiTtodity  waa  esti¬ 
mated  at  ^201.50,  vfhlch  v^as  convertible  In  terms 
o.f  the  exchange  rate  at  that  time  into  50  pound 


'i  Bterling  ,.(^?()l,50s  ^4*0?  =  50  pound  starling).  The  ^ 

delivery  of  the  coESoditj  occurred  afttir  the  devalua¬ 
tion  when  the  exeh.ange  ‘rate  of  the  pound  sterling 
dropped  from  ^4,0t  .to  /^2,80,  As  the  price  of  the  goods 
??as  eetl,uiated  in  dollars,  the.  formal  gold  content  of  . 
which,  remained  the  same,  the  expo.rter  shouldnave  ra-  ■ 
ceived  for  .the  goods  the  amount  In  pounds  sterling 
%yhic}i  vmaldhava  correape-nded  after  devaltxa.tion  to 
^20?5.,f>0,  that  is  about  72  pound  oterliag  (^201»5Cn 
^2.80  --  72  pound  sterling) *■  Ttersfore ,  beca.u;3e  of 
the  currency  clause,  the  exporter  evoided  looses  which 
he  would  have  incurred  beca’use  of  the  devaluation,  had 
he  stated  the  price  of  the  comffiod,lty  in  that  currency. 

In  the  second  veriant  of  the  currenoy  clause  , 
the  price  of  the  commodity  and  the  payment  for  the  com- 
ffiodity  (in  s,  credit  trans-action  the  amount  of  credit) 
are  establiBhe-i  in  a  single  currency,  for  example,  in 
the  domestic  onTx-enoy  of  the  importer,  or,  in  our  exo,ffiple 
English  pounds  sterling.  It  is  atipul.ated ,  however,  in 
the  agrebaent  at  the  same  time  that  if  ,  at  the  .^^loraeRt 
of  p8,yment  t'h.e  exchange  rate  changes,  for  example  the 
USA  dollar,  in  relation  to  the  transactiori  currency  - 
pound  st.*?rli.ng,  the  price  of  the  comisodity  and  the 
overall  aMount  of  p^aymserit  chengee  i.n  the  same  pro¬ 
portion,  Let  u.s  suppose  that  uiider  these  conditionEi 
a  quantity  of  coffimoditfe.?  in  England  before  devaluation 
wan  sold  at  the  rate  of  50  pound,  sterling  tjbt  item, 
cons  is  ting  of  lOCO  items  with  the  ove3''all  value  of 
50,000  pound,  sierliiag.  If  the  delivery  and  pay  went  for 
the  cotnmodity  occurred  after  the  devaluation,  the  suiR 
of  poundo  sterling  due  to  the  e.xporteryl  increased  in. 
the  sB,fae  proportion  in  v/hich  the'  dollar  rate  increased 
in  terms  of  potmd  3terll,rig  aie  a  result  of  the  4eva,- • 
luatioTi,  As  a  result  of  the  deval*ae.tio,ii  of  the  pound 
sterling  by  the;  .dollar  exchange  rate  ina.re8.sed 

43.9?^»  CDn8eq.uer.tly  the  exporter  receives  for  each 
item  not  50  pound,  stei'ling,  'but  ap.proximatel.y  72  pound 
sterling  and" the  total  sum  not  of  50,000  pound  sterling, 
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r  ,  . 

.  but  of  approxlaiately  72,000  poiiB.d  s'C-#i‘linge  ,  - 

It  is  posslMe  to  establish  the  currency  c,  lauae 
on  the  basis' of  -parity  or  the  eroharce  rate  5 

currency «■  In  the  latter  eae®  the  e-rporter  sfeoulu 

■  etip'ula.te  the  rate-  at  which  the  conversion  of  the 
eorrsspondijig  stable  currenoy  into  the'  transso-tio 
currency  will' t alee  place.  A  higher  eyxhange  rat©  >1 

j  E  stable  currenby  is  more  Edrantagsotte  for  the  ox  . 

■4  porter. 

It  is  necesBarj  to  keep  in  view  the  fact  that  a- 
currency  .clause  is  e  giiarantee  Egainst  currency  rxsx 
only  under  the  condition  that  the  "'ctable”  currency 
-  in  which  the  pries  of  the  cosmodity  Is  defined  un 
the  first  Tartapt)  or  that  in  relation  to  which  <joe 
■price  and  sum  of  payment  are- changed  'in  ^  the  trans^ 
action  currency  (in  the  seecad  TEriantl  Is  in  fac,/  s* 

©■table  currency.  ,  ,  -  . 

XTnder  conditions  of  the  deepenxng  generax  crisis 
of  capitalism  &fter  the  Second  World-.War,  not  one.  capi~ 
tails t  currency  can  be  considered  oompletbly  eoixb.  • 
etable.  The  possibility  o.f  depreciation  of  .such  well 
recognlged  relati'vely  'stable  cu.rreacles  aa.  the  AM.erican 
dollar  arid  the  Swiss  franc.  . 

A  "stable’*  cur reriOy  with  which  the .  exporter- : 

■  p.rote eta  himself  against  losses  resulting  from,  a  ■  _ 
■possi'bls  reduction  in  the  exchange  rate  of  ^an  unstable 
currsnoy  can  Itself  be  redxxced*  The  following  cases 
are  theoretically  possible.  The  "stable"  currency  may 
drop  while  the  rata  of  the  unstable  currency  protected 
from ,  currency  risk  remains  -unchaiAged •  Ir  this  c-aso  the 
exporters  protecting  thenssel-rea  fr-om  ouirency  risr  by 
meens  of  cur-rency  agreeme-nts  incur  specified  losses, 
but  the  importers  -receive  exchange  rat©  profits.  Such  - 
an  instance  oeex^rred  in  Germ&ny.  during  the  -world  econo—  i 
mlc’ crisis  of  1929-193?  when  the  Geraifui  exporters,  fear-' 
ing  a  devaluation  of  the  vlerman  raerk,  deeigaated  the 
prices  -of  the  goods  sold  bj*"  them  in  lTi:.»A  dollars  wxth 
payment  in  Bi,arke  at  the  rate  on.  the  -day  of  payment. 

The  drop  of  the- dollar  exchange  rate  after  the  USA 
'  aban.dorie-d  .the  gold  standard  in  April,  ■ -1933,  and  then 
the  devaluation  of  -fehe  doll.©.!-  by  40. 94?^  in  the  beginning 
.of  1954,  together  -with  an  xmehanged  o.fficial  exchange 
.  rate' of  the'^Gersian  mark  resulted  in  significant  losses 
for  the  Uerman.  exporters  using  this  means  of  protection 

from  curren.cy  risk.  ,  , ^ 

It  is  possible  for  the  "stable”  currency  to  de- 
craase  at  the  same  rate  as  the  protected  unstable  cur- 
Lrenoy,  -.J 
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■ .  Th8  clause  ati't&i/n.s  its  goals  s>r«ly 

under  tbe  condition  tliat  tlie  gold  .content  of  tie  ■ 
**stn.’ble"  ouri'erioy  rcsia-lJis  unchaiigod  at<  tbe  tlBC  wnen 
the  unstable  currency  drops*  , 


list  currencies 


of  gold  which  ia  directly  or  ind..ireccly  eciuai.eu,  tu  t.hvi^ 
price  c-.f  the  eoimo&ltj  or  the  amount  of  credit?  remas.iis 
unohriJised  through  the  gold  clause  when  the  oiiicis*. 
gCfld  content  of  the  *’3t&ble’'  currency  uti-liael  fox  the 
protection  from  ■  currency  risk  may  drop  a,8  a  result  c»x. 
devaltistion.  Howerer,  It  must  be  taken  into  oonaidera^-' 
tlom  that  tbe  gold  clause  may  only  be  app.A.reu  xn  prac¬ 
tice  to  those  foreign  currencies  which  hc.Te  a  speoiiaec 
gold  oontent,  %¥hieh  may  be  established  on  the^besia  cl 
an  official  currency  parity  or  the  ciarket  ’’price”  oi 
gold  in  the  correepondixig  currency, 

The  gold  clause  is  the  iTiOlixsion^  in.  .saie-pureh<i.rfe 
contract  or  credit  agreetRi?nt  of  a  condiv-ton  iahat  pa.)"” 
ruerxt  fer  the  commodity  or  liquldatlori  of  credit  mus'C 
t#=‘ke  pTace  cither  in  terms  of  a  directl,y  stiptu.eted 
ouantity  of  gold  (in  bullion  or  ia  coin]  or  a^quan^Xuy 
of  a  specified  currency  calaulated  in  terms  oi  its 
gold  valuer  that  is?  proceeding  from  the  gold  con xenr 
of  the  currertcy  indicated  in  the  con.trs,ctj  or  ciedit 

ii'txTee  types  of  gold  clauses  are  to  be differen¬ 
tiated;  the  gold  bi'llion  clause? '  the  gold  coin  clause? 

and  the  gold  currency  ol8.use, 

In  the  gold  bullion  olauee  the  price  of  t-he  cok- 
poditv  or  the  amount  of  credit  extended  is  establisoea 
ir  teW.s  of  a  specified  weight  of  gold  so  that  payment 
for  tiio  commodity  or  liquidation  of  credit  will  taKe 
place  in  ths.t  iiuiaber  of  kilograBma  or  units  of 
gold  will '■■h  vms  stipulated  in  the  agreement.  At  the 
TOhsent'  time  In  which  a  free  legal  market  for  gold 
does  not  exlGt  in  the  majority  of  countries  and  the 
oertr-a*’  banka  aM  treasuries  do  not  -ifell  gold  ireeiy 
ir  'tho^,e  who  desire  it,  this  clause  is  not  available 
to  pri'Tate  enter  prises  *  It.  can  be  applied  only  in  inter- 
governmental  agroerueritH  or  in  ngreenents  in  wnich  an 

obligated  party  is  a  state.  ^  _  .......i.. 

In  a  gold  coin  clause  the  price  oi  i<h.s  com-iuo™ 
dity  or  the  ameunt  of  credit  is  established  in  a  de- 
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^  signated  quantity  of  gold  coins 

natiorj.  weight,  and  purity,  and  tne  payment  tor  x-iw 
comodi ty  or  the  liquidation  of  credit  takes  place  _ 

In  gold  coins  in  a  designated  quantity.  Ohe  ^oxo  °oih 
agreement  was  qui.te  coKimon  in  the  x4th  century  and 
from  the  90* s  until  the  hirst  IVorld  War.  I'he  gold_coin 
clause  lost  its-  significance  in  almost  all  oapitalxst 
coun.'ti‘’^ies  in  the  ■oerl.od  hetwcen  the  wars  whsh  th.6 
;  minting  and  clrouiation  of  gold  coins  ceased.  In  tnose 
*  cases  in  which  previously  concluded  agreements  etipul-- 
atlng  gold  coin  clauses  existed,,,  the  couri-s  of  oaplca- 
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list  countries  usually  interpreted  them  o.s  gold .  currency 

clauses.  , 

I'he  gold-currency  clau-se  is  &,t  the  present  uimv. 

the  most  extensive  end  alciost  the  only  type  of  sc*ld^ 
clause.  The  gold  currency  clause  refers  to-  the  iriCla- 
eion  into  the  sale —purchase  contract  or  the  credi u 
agreement  of  a  provision  according  to  _ which  the 
of  the  commodity  or  the  amount  of credit  will  oe  esfcah-* 
lished  in  a  specified  currency  calculated  in  terms  oi 
its  gold,  value.  Thus  the  payment  for  the  commodity 
or  the  liquidation  of  credit  takas  placa  an  the  sum 
stipiilated  in  the  currency  agreement  which  wil^  be 
eoulvalent  to  the  value  of  the  agreed  upon  gold  con¬ 
tent  of  ' that  cuircency.  If,  at  the  moment  of  payment, 
the  gold  content  of  the  given  currency  is  decreased 
and  the  "price"  of  gold  In  that  currency  increases, 
the  debtor  will  be’obligRted  to  pay  the  creditor  th6 
amount  in  thcit  cixrreney  V'Alch  would  be  equivalent  to 
the  x^alue  of  the  amount  of  gold  .stipulated  in  the  con¬ 
tract  or  credit  agreement 


of  capitailst  coun- 
applied  -  in  tw-o  va¬ 


in  the  international  trade 
tries  the  gold  currency  clause  is 
.tis.nts, 

la  the -  -  * 

or  the  sum  of  credit  is  established  in  a  specllic 
currency  with  an  indication  o.f  its  gold  oontenc,  ana 
payment  for  the  comodity  or'  liquidation  of  credit 
takes  piece  In  an  amount  whiol").  corresponds  at  the 
tiffi,©  of  psyment  to  the  value  of  the  gold  oontent  prs 
•uiously  indicated. 

As  an  exaxiplt 


first  variant  the  price  of  the  commodity 


of  the  first 


sent 

"The 


the  f 0.11  owing 
price  of  a 


given 


formulation  of 
item  is  10,000 


variant  we  can  prs— 
a  gold  currency  clause: 
'TTS.4.  dollars  (1  USA 


0,88867  grffiB  of  purs  go'ld,  or  1  ounce  of  pure 


dollar  “  u.oootif  ui  JVW.A  c  Y ^Tz:: 

aold  35  USA  dollars).  Payment  for  the^comirndity  will 
take  nlace  in  amount  o.f  US  dol3.arB  which  will  be. 
eouivalcnt  at  the  moment  of  paym-ent  to  the  stipulated. 
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gold  content  of  the  dollar-  in  the  agreement*' , 

■  If,  for  example*  at  the  E;offlent  of  payment  the 
gold'.content  of  the  dollar  decreassa  byono-half  (from 
0,88867  to  0,444335  grams),  the  quantity  of  gold  sti¬ 
pulated  in  the  a-greement  would  then  cost  ^20,000. 
(0.8S867  grams  x’ ,^1,000,001  0.44335  ^  ^'20,000.00), 

The  buyer  mast  pay  this  aum,  for  the  commodity. 

In  the  second.  V:arian..t  the  payment  for  the^  ooffimo- 
-4  dity  or  ths  liquidation  of  credit  is  stipulated  in  a 
designated  currency  with  the  clause^ that  if  thej'price" 
of  the  designated  quantity  of  gold  (1  unit,  1  kilo- 
gram)  in  the  indicated  currency  in  the  Contract  in- 
creases  at  the  time  of  payment  in  comparison  with  the 
time  at  which  the  contract  is  made  the  price  of ^ the 
commodity  or  the  amount  necassary  for  the  liquidation 
of  credit  increases  proport ionatly  (a  unilateral 
clause). 

The  following  is  a  formulation  of  this  gvold 
currency  clause:  "The  .price  of  the  given  quantity  of 
goods  is  1,000  pounds  sterling.  If  tlie  price  of  1 
ounce  of  pure  gold  increases  at  the  time  of  payment 
comps-rison  with  the  time  of  transaction  (1  ounce 
of  gold  =172  shillings,  2  pence),  the  price  and  the 
general  value  of  the  comBiodity  sold  is  increased  pro¬ 
portionately  ■  _ 

If  this  transo,ction  vms  concluded  before,  the 
devaluation  of  the  poixnd  sterling  and  the  p8.yffi.©n.t  v/ad 
to  take  place  after  devaluation,  as  a  result  of  which 
the  price  of  1  ounce  of  gold . increased  from  247  shil- 
li.ngs,  6  pence  or  by  43»9?^»  then  the  biiyer  wouldheve 
had  to  for  the  commodity  1,439  pound  sterling,  that 
is  43*.9?»  more  than  designated  in  the  contract.  (1,000 
pounds  sterling  x  247  shillings  6  pence  ~  172  sh. 

2  pen  =  1,439  pounds  sterling).  *  . 

The  amount  of  payment  under  the  gold  clause  may 
be  established  with  dependance  on  char.ges  in  the  pari¬ 
ty  (gold  content)  of  the  currency  as  -well  as  changes 
in  the  "price"  of  gold  oh  the  open  gold  market.  The 
parity  basis  is  B02'e  reliable  in  that  the-  parity  of 
the  currency  le  e.otablished  by  the  state  and  is  not 
s.ubjeoi;  to  controversy. 

The  gold  as  well  as  the  currency  clause  may  be 
unilateral,  'bilateral,  or  reciprocal. 

The  unilateral  gold  and  currency  clatiees  can 
be  designed  to  p.rotect  the  exporter ’and  the  creditor 
from  losses  resulting  from  the  reduction  of  the  cur¬ 
rency  exchange  rate  in  which  the  trade  or  credit 
,  transaction  is  conoludsd,  or  the  protection  of  the 


exporter  and  the  creditor  from  the  risk  of  an  in¬ 
crease  in  the  sxcban^e  rate  of  the ,  currenorf in  which 
the  commodity  ie  honght  or  credit  is  recelTod.  The 
ttnilateral  gold  and  curreiiey  clauses  will  he  for- 
mulated.  in  the  appropriate  manner. 

In  practice  lii  inte'»’netioiml  trade  the  expor¬ 
ters  ’usually  insist  upon  the  inclusion  of  goxd  end 
currency  di&ua2B-..ift'-..contfaats  when  the  tranaactioa 
is  'concluded  in  a  currencj  In  which  the  rate  of  ex¬ 
change  may  drop,  therefore,  the  gold  ciausea  frequent 
ly  hare  a' rmlliateral  character  and  ara  Included  in 
cWtraots  in  the  interest'd  of  exporters* 

Bilateral  gold  and  currency ,  clatises  meaii  that 
the  ■  sjBOunt  of  payment  for  the  commodity  or  the  liqui¬ 


dation  of 


currency  sti'puXated  in  the 


agreement  may  increase  or  drop  depending  upon  whether 
the  exchange  rate  for  that  currencj"  will  drop  or  in¬ 
crease  at  the  moment  of  payment  in  coapariaon  with  the 
Kument  of  concluBioa  of  the  tranaaotioh*  Ihusj  for- 
example,  ii?  the  exchange  rate  of  the.  currency  _  in -which 
payment  is  estahliehed  for  the  commodity ‘haa  inci’eased, 
and  corisequentl3?’  -the  ‘‘prica”  of  gold,  iu  that  currency 
haa  hiiatsral  gold- clause  the  price  of  _ 

the  coffiffiodity  la.  that  currericy  and  the  total  sum  of 
payment  are  appropriately  decreased*  In  order  -to  aToid  , 
a  lower  payment  in  the  case  of  the  tilateral  gold  clause, 
exporters  sometiiaes  insist  upon  tlie  inclusion  of  a 
suDulesaentary  clause  to  the  effect  that  the  payment 
f or~  the  comrftcdity  in  all  cases  cannot  he  lower  than 
that  agreed  upon  in  the  contract. 

The  first  of  the  ottrrency  clause  in 

which  the  price  of  the'  commodity  le  established  in 
a  designated ■■  stable  currency  but  the  payment  for 
the  eoDiffiodity  takes  place  in  another  currency  desig- 
natafi  in  .the  payment  in  terms  of  the  exchange  rate  on 
the  day  of  peyment  is  also  always  a  hil-ateral  treaty. 

In  practice  the  bilateral  gold  and  currency 
-clauses  are  actually,  ii'isuraace  against  currency  riahs 
only  for  exporters  and  creditors  becauae.,  in  the  con¬ 
temporary  diBordored  currency  relations  In  the  capi¬ 
talist  world  the  increase  in  the  exchange  rate  of  capi¬ 
talist  currencies  is  extremely  rare',  and  in  any  case.- 
cn.l’f  tempoi'axy. 

The  fluctuation  of  the ’ exchange  rate  of  indi- 
\d.dual  foreign  currencies  can  be  araall  or  significant. 

In  relation,, to  this  in  certain  contracts  and  agree¬ 
ments  a  designated  limit  in  the  change  of  the  exchange 
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rate' of  the  currency  is  provided  for,  after  which  a 
■gold  or  currency  clause  feODoaes  effeotive*  It  may  "be 
stipulated  in  a  contract  that  a-  change  in  the  aarunt 
of'  payment  for  corimodity  or  the  amount  necessar'y  for 
the  3.iQUidatioR  of  'credit  talxes  place  only  in.  the  event 
that  fhfc  exchange  rate  of  the  unstable  otirrencsy  de-^  ^  . 
creases  or  incjr eases,  fcsi-  ©xaxiiple,  by  more  'than  •"  2f>. 

Gold,  claus'es  as  a  means  of  insurance  against 
currency  risk  in  international  tr-ans  act  Ions  ware  j 

used  in  the  period  between  the;  Pi.r9t  and.  the  Second  _  ^  = 

World  War  mainly  with  oo’nvertlbls  ourreaciee.  The  gold 
clauses  were  applied  relatively  rarely  to  the  olosed 
currencies  of  countries  with,  currency  r-estructlone  * 

This  is  explained  by  the  fact  that  raider  oondi'crlon  of 
currency  restiifetione  tlie  inf lexihlo  official  ^ercfcaiige 
rate  of'  a  currency  t'hat  does  not  change  with  the  dally 
fluctuation  of  the  balance  of  payfflonts  of  the  country 
is  in  effect  i  However,,  everi  under  'the  condition  of 
currency  r'estrletifsKS ,  changes  in  the  .of  rate  of 

excliaage  are  possib4ea  After  the  Second  World  #ai”, 
m&ri,Y  inflexible  currencies  of  capitalist  countries 
were  subjected  to  repeated  devaluations. 

5‘he  pressnoe  of  geld  or  currency  clauses  in 
the  payffiest’ agreement  concluded  between  one  or  another 
country  does  not  mean  that  tfio  currency  risk  of  export- 
tors  a©  well,  sellirAg  commoditi'es .  in  this  country  is 
eliminated.  .  ^ 

A  gold  or  currency  .clause  stipulated  in  a  pay- 
ment  agreement  between  states  provides  security  agaiaot 
deprooiatioa  of  only  the  balance  outstanding  at  the 
momant  of  devaluation  In  the  clearing  a-coount ,,  'In  other 
words,  the  adjustment  in  cor.nectloa  with  the  -drop  in  the 
eroha'ftce  rate  of  a  currency  appliesonly  to  the  siuri 
entered  ia  the  oleariii.g  account  before  the  devalua¬ 
tion,  v/bioh  liave  been  used  for  the  paymexit  of  deli¬ 
veries  and  services  of  another  country  by  the  moment 
oi  deval-uatron. 

Regarding, the  accounting  between  exporters  and 
iropor'l"CT-e',  if  t.h3  tr’ensaction  is  concj.uded  before  de- 
vaiua’is-U-jh' and.  the  deflivory  o.i  the  commodity  occurs 
afterwi4.rds,  'the  exporter  in  the  absence  of  a  gold,  or 
currency  clause  in  the  contract  receives,  the  stipula,....- 
ted  prree  for  the  commodity  In  the  depreciated  currency. 

In  the  conclusion  of  export  transactions  with 
the  gold  clause,  it  is  necessary  to  take  into  con- 
Blderation.  that  in  several  c-apitaiist  coimtries,  as,  . 
for  exajm,ple,  the  U'GA.,  the  gold  clause  is  not  actually 
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recognized  by  law.  non-recognition  of  the  gold 

clause  in  relation  to  the  doliar  Is  lir!il.tedji  however f 
to  transactions  concluded  and  subject  to  ooHipletion 
within  the  territory  of  the  USA*  In  other  counti'iee 
tile  inclusion  into  credit  afed  trade  ocntracts  of  gold 
clauses  in  dollars  1h  eoapletely  possible  and  practiced 
quite  widely.  ■  .  j;  ■ 

T’he  expedience  of  inclusion  into  contracts  oi  ^ 
gold  or  currency  clauses  'depends  In  each  separate  case  i 
upon  the  magnitude  of ,  the  currsney  risK,  In  other 
words,  if  depends  upon  the  degree'  of  stability  and  the 
potenf iality'  of  change  of  the  exchange  rate  of  that_ 
foreign  currency  In  w^hich  the  tran&actior.  is  concluded « 
Other'" factors  being  eq_ual,  the  greater  the  txme  lapse 
between  the  date  of  the  oonoluslon  of  the  contrast  and 
the  establj.shmentof  the  price  of  the  commodity  and  the 
date  of  the  delivery  of  the  comodity  anh  the  payment, 
the  greater  the  risk  of  depreciation. 

The  area  of  application  of  the  gold  and  curren¬ 
cy  clauses  i.s  not  restricted  only  to  international  trade 
transactions  between  exporters  and  importers.  1  also 
includes  the  credit  agreements  of  all  types  of  inter¬ 
governmental  clearing  agreements. 

Under  conditions  of  poet-vmr  currency  instabi-. 
lity  in  capitalist  countries  and  the  currency  policies 
of  the  USA,  the  eff sotiveness  of  the  gold  clauses  is 

limited.  ■'  '  ■  ■' 

The  restricted  effectiveness  of  the  gold  clause 
under  contemporary  conditions  is  explained  primarily 
by  two  reasons;  the  low  official  price  of  gold  in  the 
USA  which  has  become  the  world  price  of  gold  in  the 
capitalist  'economy,  and  the  artificiality  of  the  pai’i- 
tles  of  majority  of  the  capitalist  jCurrencies.  The 
currency  parities  of  the  majority  of  capitaliot  countries 
are  high  in  coanarlscn  with  their  purchasing  power  In 
terms  of  comm.odities.  This  8,pplies  not  only  to  the 
currenoies  of  western  Europe,  but^  first  of  all,  to 
tbs  USA  dollar  as  well. 

.  Pavnents  according  to  contracts  with  the  gold 
■clause  take  place  ordiimrily  in  the  domestic  cjirrency 
of  the  country  of  the  importer  on  the  basis  of  its 
formal  gold  content  prior  to  or  on  the  day  of  payment, 
or  the  "price"  of  gold  in  that  currency  defined  on  the 
basis  of  the  dollar  exchange  rate  and  the  official 
"price"  of.  gold  in  the  USA.  The  official  "price"  of 
gold  in  the  USA  of  J^'55.00  per  ounce  is  very  low.  It 
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remained  unchanged  from  the  end  of  January,  193^^,  despite, 
the  fact  that  the  level  camnxOd:ii.y  prices^  eve^  on  tn^ 
of  t •  of ^^raericar)  v^holesale  and  retain  pi'ice  i-ndlces^ 
■lncreased'"in  compariBon  with  pre-war  prices  by  more  than  two 


1 5  iUe  C5 «.  ■ 

The  exporter  and  creditor  receive  from  the  Importer 
and  debtor  that  amount  of  currency  •which  is  equivalent  in 
its  gold  content  to  the  total 

sold  or  credit  extended  as  a  result  of  tne  inoiUxjlon 

the  International  .trade'  contracts  and  credit  agreements  of  _ 

cur'f^cncy  snc  gold  c1b.uscb«  ^ 

This  does  not  mean;,  however ,  that  the  auioun.^^of 
r.^rrency  received  by  them  ’will  pc-sseBB  tne  same  buyxng 

poser  ?hat  It  pcsseoaed  at  the  Bomept  of  the  oor.cluaxop  of 
tlm-  trade  a’  credit  clause.  In  other  words,,  to  Q^e- 
mean  that  the  prices  of  the  commodities  afte.r  ?he 

tlon  Increase  at  the  same  rate  at  whxch,  ac^a  reoui.  v-f  -h- 
de^-^erse  in  the  gold  content  of  the  eurrancj?,  tne  p..  iv- 
Slnld  and  iSe  Lohanga  rate  of  the  ttable  foreign  ourrenr 

oiel'lnoreases.  In  devaluation  the  Increase  of  oo».oolt;_, 
prices  lags,  as  a  rule,  behind  the  injhease  in  vhe  yil-- 

of  gold  resulting  from  the  decrease  or  tne  parxi--,y  0.1  the 

Because  of  the  theory  of  value,  t.he  decrease  toc 
mold  content  of  the  currency  li-i  devaluation  stimulates  tae 
Ipintaneouradjustment  of  the  price  of  commodlclee  to  the 
Changing  value  of  currency.-  _The  process  opcurr  " 

com-modltles  requires  a  certain  amount  of  time  '"‘-o  ^ 

irrA'iupllv  -for  different  groups  of  commooi ules .  uuWe,  priCe.o 
?nSease  quickly,  o  T«®  prices  of  som.8  eommo-- 

d'^  ties  increase  more  quickly  than  the  price  o.f^. others. 

It  the  same  t'ime,  It  is  necessary  to  tairce  into  consi¬ 
deration  the  fact  that  the  prices  of  commodities  change  nov 

only  as  a  result  of  Inflation,  or  -p 

a'resu''t  of  commodity  factors  as  well,  such  as  uhe  Increase 

or  toease  in  the  costs  of  production  as  ^  consequen?®  ?fr 

f.-j-f -ati-s  {j«yrl opment ,  an  Increase  In  the  producciVity  f 
SbS  tSJ  ctonier?n  the  ’relation  of  supply  and  de«no  on 
the  ti'iarl<=t .  itiesc  factors  can  either  part...y  01  completely 
eSuilra'ct  fue  im-pact  of  inflation  and  the  devaluation^of 
(icm'mod'*  t'V  orlces  and  weaken  ot  scre.'ngchea 
?n  stimulated  by  them.  Cases  can  occur  as. 

foJ  evirie  in  Great  B’-itain  In  the  period  of  world  economic 
.'Xioi'o  of  19P9~1933  Ih  which  the  depreciation  of  the  English 
noin^“sSrll'n^  more  than  30^.  did  not  cause  a  noticeable 
Kc-eaL'“ln  cSmmSdlty  prices  because  of  the  simultaneous  Im¬ 
pact  of  the  counteracflng  dendency  of  tne  co^.odxuy 
^  I _ _  ^  rtf'  crisis.  Tne  devaluation  of  the 

Irngnsh  TouSd  ISrting  in^949  by,' 30.55^ 

i!c  the  "price  of  gold  and  the  exchange  rate  of  tne  hra^s>^ca.q 
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dollar  by  43.^.  The  prices  of . commodities  increased  signi¬ 
ficantly  less .  ■  ‘ 

VJith  reference  to  the  above,  exportei^s  and  creditors 
'who  insvred  their  currency  Investments  through  the  gold  or 
currency  clauses  end  who  used  their  receipts  from  the  sale 
of  goods  and  amounts  received  in  settlement  of^c.re61x  for 
the  purchase  of  goods,  received  additlorial  px'O.Lit  ouo'  to 

those  clauses.  ^  1.4 

On  the  other  hand,  oases  are  possible  in  which,  as  u 

result  of  various  reasons  (primarily  currency  restrictions/^, 
actual  depreciation  of  currency  is  manifested 
chanae  of  its  purchasing  power  in  relation  to  coi(it!.od.,.t4.ea 
under  conditions  of  an  unchanged  ^  ^ 

exchange  rate.  Thus,  in  the  perioa  from  194^  to  ^9od., 
the  index  of  wholesale  prices  In  the  nuejority  01  the  ^capital¬ 
ist  countries  increased  by  ahd  more  with  a 
decrease  in  the  purchasing  powei’  of  their-  currencies,  where¬ 
as 'a't'*  the  ■ '^.me  tiB'.e  the  official  gold  content  and  esch&nge 
rate  of  the  currencies  of  these  countries  (except  Finland 
and  'Francs,  which  lowei'ed  their  exchange  rate  in  195?) 

In  similar  situations  the  Inclusion  xnto  the  contract 
of  d  or  cv:rrency  clauses  does  not  serve  its  purpose.  .  . 
Unf’er‘"an  unchanged  official  parity  and  currency  exchange  rate, 
these  clauses  are  not  able  to  corapensate  the  exporters  and 
the  creditors  for  the  losses  resulting  from  tne  clecreaBS  in 
the  purchasing  power  of  the  currency .  ,  v.  ^  v 

Protection  from  these  losses  niay  be  obtalnso  by  the 
■  EpplicHfclon  of  knewT)  niosns  of  l)  Ind^x  c1bus6  cind  r-) 

clauses  on  sliding  prices.  ' 

The  index  clause  stipulates  that  the  price  Oi.  th.. 
ocit)'T-^ci5  ty  stnd  tlw  suin  of  pnyniBnt  ot  buib  of  to  tjo 

11  Qui’ dated  change  In  i-elation  to  the  change  In  the  px-iee 


index  at 
comparison 


the 


time  of  payment  stipulated  in  the  clause  in 
with  the  base  period  of  the  time  in  which  the 


transaction  was  concluded.  _  '  .  ■ 

If  Si  general  index  of  wholesale  prices  is  consid>..i«a 
as  such  an  5ndex,  and  this  index  has  increased,  for  example, 
b’.r  10^.  the  comraodlty  price  and  the  amount  of  paycient  or 
the  amount  necessary  for  thC'f  liquidation  of  credit  in¬ 

crease  proportionately,  l.ej.,  also  by  10^.  The  Inoex  clause 
s  in  essence  a  clause  regarding  to  the  stability  In  vbe 
purchasing  power  of  currency.  It  protects  the  exporter 
from  a  decrease  in  the  purchasing  power  of  the  monetary 
ceeds  from  exports,  and  the  creditor  rrcra__a  decrease  in 
purchasing  power  of  currency  received  in  liquidation  oi 
* 

■  The  Index  ■clause  is  almost  nevei'  applied  in  _^interna 
tional  trade.  The  movement  of  indices  frequently  does  not 
reflect  the  raovement  of  prices  of  the  concrete  cotriKiodities 


pro- 

the 
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appearing  as  Iteir.s  in  comiiierclal  transactions.  The  price 
of  a  concrete  comiaodity  can  increase  of  decrease  signi-  • 
ficantly  vchlle  the  price  indejc  remains  'unchange;d. 

The  clause  on  sliding  prlceu  (the  escaiatox*  cj.a'J.se) 


is  a  cla’-tse 

concerning  th^ 

e  chan 

gen 

of  the  prices  of 

the 

ordered  goods,  usually  an 

iriduE 

tria 

1  equipment,  in  th 

:€  event 

of  a  subaequent  change  in 

the  p 

rice 

of  Individual  pr 

odx, lotion 

expenses  of 

a  given  comrno' 

dity  ( 

cost 

■of  ra’w  materials 

,  labor, 

etc.).  The 

sliding  price 

claus 

e  Is 

a  d va n t a ge ou s  to 

the 

exporters  receiving  orders  for  delix^erjr  of  Industrial  equlp^ 
msnt  and  other  products  viith  an  extendacl  time  for  manufacture, 
when  a  condition  of  rising  prices  exists  on  the  ma3.’ket..  For 
the  same  reason  the  indicated  clause  is  not  in  the  Intex'-est 
of  the  ifflporters,-of  the  capital  goods  ,  .■ 

The  Conclvsiop  of  Compcnisatioxi  of  Barter  Traasactior;  s 

The  conclusion  of  compensating  transactions  is  simi¬ 
lar  in  certairi  respects  to  the  method  of  protection  from 
currency  risk  indicated  above  by  means  of  a  simultaneoxxs 
purchase  for  the  same  p6:riod  of  an  import  commodity  for* 
the  sum  due  from  the  sale  of  an  exported  comraOdlty. 

The  difference  between  a  corapehsatlon  transaction 
and  that  method  of  protectlors  against  currency  risk  is  that 
in  the  compcncation  transaction  a  real  transfer  of  money 
does  not  take  place.  .  Tne  account  is  settled  by  appropria¬ 
tion  of  tho  amount  due  for  the  exported  goods  for  payment  ; 
for’  equally  priced  imported  goods,  bought  during  the  eon-, 
elusion  of  the  transaction,  ■  . 

Because  of  the  fact  that  the  values  of  the  export 
and  import  commoditled,,  expressed  in  a  single  eu’frerjc'y,!  are 
equal,  the  deevaluation  of  the  'transaction  currency  at 
ttW  moment  of  paynert  cannot  cause  the  exporters  any  losses 
because  the  foreign  currency  with  g  .lower  rate  maintains 
the  same  parchaslug  power  which  vjes  determined  during  the 
conciacicn  of  the  compensation  ti’’aT:«8a.ction  as  -a  mutually 
agreed  price  for  the  exported  and  imported  goods,-  At  the 
same  time  the  exchange  rate  losses  frosi  the  export  ocfera- 
tlons  is  Goumensa'^-e-d  by  exchange  rate  profits  from,  the  im¬ 
port  opcuaciinx 

Cne  of  the  pecia'iiarities  of  comp>ensation  tiansactions 
Is  that  the  pricer  of  the  inutuaily  exchanged  commodities, 
appearing  as  -^he  otjec'c  of  the  given  transactiori,  have  a 
conditi.onal  signii'ioance ,  In  compensation  trans.actioris  it 
is  the  rela'tlonsir' p  bctv.-eenthe  p>rice3  of  the  exrjort  and 
the  import  coumioolity,  not  the  ab.solut-3  magniture  of  these 
prices.,  that  is  ecsent-ial, . 

Th.e  barter  transaction  can  be  analagous  to  the  com¬ 
pensation  trarisaction  as  a  mfians’  of  protection  against  cur¬ 
rency  risks.  In  the  barter  transaction  a  specified  quantify 


prices, 


of  an  export  coimnodlty  Is  pal.d  with  a  specific  quantity 
of  an  iMport  commodity  of  the  same  value In  a  barter  trans¬ 
action  there  ere  no  money  accounts ,  Money  is  here  only  a 
measure  of  value  in  the  specification  of  the  equivalent 
values  of  the  goods.  ■  .  , 

Price  Hevlcior.  Claase»  If  the  tnclnsion  of  a  gold  or 
currency”clause”'lir  ari"”rnternational  trade  contract  is 
neither  exDedlent  nor  possible,  then  the  inclusion  of  a 
price  revision  clause  in' the  event  of  devaluation  or  other 
de  pare  elation  of  the  cur-renoy  transaction  can  be  a  means 
of  protection  against  the  currehoy  risk.  This  clause  can 
be  expressed  approximately  In  the  following  form:  In  the 
event  of  clevaluatior.  of  the  currency  in  which'  the  price  of 
the  commodity  is  estabiishedn  the  supplier  -will  have  the 
right  to  dertiand  a  revls5.on  of  the  price  of  the  sold  coramodic.y 
by  the  buyer.;  In  the  event  of  disagreement  with  the  buyer  on 
the  re'vislon  of  a  price  or  the  failure  to  agree  on  the  cor¬ 
responding  increase  of  price,  the  supplier  will^  have  the 
right  to  cease  further  supply  of  the  coitimodity . 

3  •  Ihe  purrenev  ■an.d..Elnajas.;laJ.„iImi^ 

International  'iPr-ade  Opera  tloria  with  Countries  in ’the 
S  OC3..C,  X  i  3 1  C  a  mo .  - 

International  accounts  with  the  countries  of  the 
socialist  camp  consti'fcute  the  predeminaht  part  of  the  in¬ 
ternational  accounts  of  the  USSR.  In  recent. years  about 
75^  and  more  of  the  total  Soviet  foreign  trade  nas  taken 
place  wj.th  them. 

International  'accounts  of  the  USSR  with  countries  of 
the  socialist  camp  include  international  trade  accounts, 
other  types  of  economie  cooperation,  including;  credit  rela¬ 
tions,  and  cultural,  scientific,  and  other  relations  not  of 
a  ccianex’clal  nature. 

The  unique  nature  of  the  interrels tionshlp  between 
the  countries  of  the  world  system  of  socialism  is  reflected 
in  the  area  of  curi’ency  relations  of  the  USSR  with  the  coun¬ 
tries  of  the  socialist"  camp.  Economic  relations  bet'ween 
socialist  countries,  as  ind5.cated  above,  constitute  I’ela- 
tions  between  countries  with  the  same  type  of  productive 
relations.  These  relations  are  subordinated  to  the  require¬ 
ments  of  the  economic  lews  of  socialism.  Tlnis  all  forms  of 
explo'itatio'n  of  'man  -  by  man  are  excluded  not'  only  within 
separate  countries,  but  in  the  relstions  between  these 

countries.  ■  ^ 

In  t'nc  area  of  internatlona.  accounts  among  socialist 
countries,  aa  in  the  area  of  economic  relations  causing  this 
accou'ntlng,  the  principles  of  equal  rights  of  large  and  small 
nations,  of  mutual  advantage,  and  hrotherly  mutual  aid  are 
In  operation.  .. 
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In  connection  with  this,  the  currency  and  financial 
conditions  and  forms  of  accounts  for  international  trade 
‘transactions  he tween, governmental  trade  associations  of- the 
USSR  and  other  soci-allst  countries  do  not  depend  upon  the 
rel-atlon  betv.;ean  the  powers  of .  the  parties  concluding  these 
transactions,  as  is  the  C‘ase  in  the  capitalist  economy > 

They  are  not  determined  by  the  changes  In  the  conditions  of 
the  X'jorld  commodity  market  in  -which  the  prices  and  accounting 
conditions  for  either  the  exporters  or  importers  are  put  into 
a  more  advantageous  position.  _  ^  . 

The  USSR  and  the  other  countries  of  the  socialist 
‘camp  utilise,,  in  their  International  currency  relations, _ 
the ’’form  and  technique  of  international  accounting  that  _has 
been  formulated  In  the  practice  of  vjorld  capitalist  trade. 

But  in  the  relations  among  the  BOCiall.st  ^countlres  tliese 
form  acquire  a  new  economic  content  and  fulfill  a  functinn 
of  creating  a  mors  rational  organization  oj,  mutual  inter¬ 
national  accounts  in  International  trade  and  other  econoffl.ic 
relations  In  the  interest  of  the  improvement  and  extension, 
of  economic  cooperation  between  them. 

In  addition  to  this  the  socialist  countries  not  only 
utilize  In  their  currency  relations  the  form  and  technique 
of  interna tiona’i  accounts  that  ex:lst  in  capitalist  world 
trade,  but  perfect  these  forms  and  techniques  as  well, 
creating  new  means  of  aooountihg  in  foreign  tx^ansac_tj._pn3, 
which  are  unknown  and.  unattainsbie  to  crading  1. ,i.rm&  and 
banka  of  capitalist  countries. 

Acco\int  Currency  Conditions.  International  accounts  between 
the  USSR  and  the  countr.les  of  the  socialist  camp  are  conducted 
ba'sicaily  in  the  form  of  clearing  accounts.  ■ 

The  currencv'  conditions  of  accounts  between  govern¬ 
mental  international  trade  associations  of  these  countries 
have  are  ckar.'icterized  by  the  use  of  Soviet  currency  ^as  the 
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aring  currency  upon  which  the  agreements  on  commodity 
.nanges  and  payments  or  trading  agreements  between  the 
[  the  oount.ries  of  the  socialist  camp  are  hased.  At  t. 
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agreement  between  the  aorrespondxng  coim4trxwS.. 

'  In  connection  with  this  the  ruble_  is  a  currency  for 
the  expression  of  prices  in  international  transactions,  as 
v’cTl  as  a  currency  in  which  payments  is  made  for  the  corres¬ 
ponding  commodities.  In  other  words, ' the  ruble  is  a  currency 

of  payment  or  account.  _ 

The  prices  of  conimoditieB  mutually  suppr.j.od  oy  th- 
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international  trade  associations  of  the  USSR  and  the  coun¬ 
tries  of  the  'socialist  cauip  are  established  on  the  basis  of 
the  oorrespcnding  trade  and  credit  agreements  based  on  the 
■’  prices  prevalent  on  the  principal  world  comEOdity  markets. 
This  Eieans  that'  the  price  IfasXs  reflects  i:he“  international 
value  of  the  corresponding  coBEaodities  on  the  wox'ld  capital¬ 
ist  market.  The  prices  established  In  the  contracts  between 
governmental  international  trade  associations  of  the  social¬ 
ist  countries  ai'e  in  effect  ordinarily  for  the  period  of  an 
ehtlx'e  calendar  year.  -In  other  words ^  the  prices  are  com¬ 
paratively  stable  despite  the  fact  that  within  this  year  ttie 
-world  prices  can  undergo  significant  change.  The  revision 
of  the  prices  within  the  given  calendar  year  is  not  prac¬ 
ticed  as  a  rule.  ?or  the  determination  of  prices  in  rubles, 
the  prices  at  the  basic  world  ti’ade  markets,  mutually  coor¬ 
dinated  among  the  parties,  expressed  in  foreign  currencies, 
are  recomputed  into  rubles  according  to  the  existing  rate 
of  exchange . 

It  is  necessai’y  to  emphasize  that  the  prices  in  the 
contract  are  not  established  mechanically  or  atitoraatioally . 
Th^'  are  agreed  upon  by  the  parties  with  the  observance  of 
the  g’eneral  principle  of  price  formation  Indicated  above. 

This  makes  It  possible  to  eliminate  abrupt  and  temporary 
speculative  fluctuations  of  prices  characteristic  of  -several 
comEiodltles  on  the  capitalist  Eiarket. 

The  use  of  world  capitalist  prices  as  a  base  point 
is  the  most  equitable  method  for  the  determination  of  prices 
in  international  trade  between  countries  of  the  socialist 
camp  under  present  conditions.  World  pi’ices  more  or  less 
reflect  the  spontaneously  evolving  international  value  of 
the  appropriate  coOTiOditles .  On  the  other  hand,  the  coun¬ 
tries  of  the  socialist  camp  are  not  isolated  econoMcally 
fx’oru  the  capitalist  world  max’ket.  They  all  conduct  trade 
not  only  with  each  other,  but  with  the  capitalist  countr.les 
which  presupposes  a  single  basis  for  prices. 

One  half  of  the  expenditures  for  the  delivery  of  the 
commodity  from  the  place  of  the  basic  world  commodity  market 
to  the  place  at  which  the  commodity  Is  received  (the  border 
railroad  station  or  the  port  of  unloading)  Is  usually 
added  to  the  basic  price  agreed  upon  between  the  appropriate 
socialist  countries.  ■ 

Amounts  In  rubles  accounted  for  in  the  cleetrlng  ac¬ 
counts  of  the  countries  of  the  socialist  camp  in  their 
central  banks,  like  the  prices  of  commodities  expressed  in 
rubles  in  private  contracts  between  trading  organizations  of 
these  countries,  are  not  provided  witbj  either  gold  or  currency- 
clauses. 

In  principle  It  would  be ' impossible  to  object  to  the 
fact  that  in  the  clearing  agreements  of  the  USSR  with  coun- • 
tries  of  the  socialist  camp,"  as  v^ell  as  of  those  countries 


.  27  » 


with  each  other,  the  clearing  acGCunting  unit  and  the  pries 
currency  should  be  the  ruble  with  an  indlcat-lcn  of  Its  gold 
content,  (that  Is,  with  the  gold  clause).  ./\b  the  history'  of 
the  currency  relations  of  the  USSK  Inclicatea,  the  gold  con¬ 
tent  of  the  ruble  changed  tu’lce  -  in  1S6‘6  and  In  195^- 
Pu,rtriC;rrriCre,  because  of  the  fact  that  the  prices  of  coimo- 
dities  in  the  eeoviomlc  relations  between  the  countries  of 
the  socialist  camp  ax*e  established  cr>  the  ba.sis  of  the  prices 
of  the  basic  world  eoEimodlty  markets,  the  ruble  represents 
in  these  relations  the  purchasing  power'’  of  gold  on  the 
world  capitalist  market.. 

The  stability  of  international  trade  and  credit 
deirandEi  and  obligations  are  expi’essed  In  money  cannot  con¬ 
tradict  the  brotherly  economic  relations  between  the  social- 
iet  countries,  df  course  this  stability  depends  not  only 
upon  the  stabllj.ty '  of  the  gold  content  of  the  ruble  but 
also  on  the  stability  cf  the  purchasing  povv’er  of  gold  re¬ 
presented  by  the  rubl€i  on  the  world  oaplfcalist  market. 

The  absence  of  a  gold  clause  with  regard  to  the  ruble 
in  the  currency  relations  with  the  countries  of  the  social¬ 
ist  camp  does  not  represent,  however,  the  threat  of  possible 
losses  in  the  event  of  a  change  in  the  gold  content  of  the 
ruble.  U'nder  the  influence,  in  the  relations  between  the 
socialists  countries,  of  the  principles  of  full  equality 
and  mutual  cooperation,  which  ex.cl’ude  any  type  of  exploita¬ 
tion,  the  niutaal  requirements  and  obligations  of  the  parties 
in  the  clearing  and  credit  agreements  and  separate  cotitraots 
between  International  associations  can  always  be  regulated 
amicably  on  a  just  basis.  . 


FiranciaX  Conditions  and  Forage  of  Accovjjt'^jDg..  Tpe  .financial 
condltlo:7i“'*an7r'  fc?ffl's"''of'“acco'utrETng  irr"export'  and  import 
tr-ouractiens  of  state  foreign  trade  associatiovis  of  the  USSR 
with  the  state  foreign  trade  associations  of  the  socialist 
countries,  in  contrast  to  the  re-lations  among  the  capitalist 
Impnitlng  and  exporting  firms,  do  not  have  an  antagonistic 
character.  Tbie  interests  of  trading  associations  of  the 
socialist  countries  during  the  deter-mination  of  conditions 
and  foi’ms  of  acco’unting  on  mutual  trade- transactions  are  • 
not  conti’Sdlctory . 

In  connection  with  this,  such  fo.rms  of  accounting  as 
the  collectior:  account  arid  the  letter  of  credit,  account  are 
not  required  in  relations  between  trading  assoclatioris  of 
the  socialist  countries  fox’  the  purpose  of  protecting  ex¬ 
porters  against  the  risk  of  losses  due  to  non-payment  for 
the  commodity  by  the  buyer  as  a  result  of  bankruptcy,  in¬ 
ability  to  pay,  bad  faith,  or  from  the  risk  of  unaccep¬ 
tance  of  the  commodity  by  the  buyer  because  of  an  unfor¬ 
tunate  change  in .circumstances,  such  as  those  that  take 
place  in  capitalist  countries.  Risks  of  this  type  are 
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precttcally  r!on“exlBtcir4t  aa  the  foreign  trade  oi’garrizatlons 
are  enterprlBes  in  a  sociali.et  state  which  conduct  foreign^ 
trade  on  the^  basis  of.  monopolies  and  a  national  economic  plan. 
'The  possible  cases  of  unfuiflllraent  of  mutual  obligations 
by  state  foreign  trade  organizations  can  always  be  amicably 
I'esolved  among  the  appropriate  states.  .  .. 

In  connection  with  this  individual  forms  of  account- 
ing  evolved  through  practice  In  the  capitalist  world  trade 
receive  a  .different  economic  content  in  the  relations  _^be- 
tween  socialist  countries.  They  attempt  to  attain  a  iunda- 
mental  goal  of  influencing  the  trade  organizations  o:..  both  . 
-sides  to  maintain  the  delivery  deadlines  and. 

thus  aid  the  rate  of.  turnox^er  in  the  import  and  export  opt-ra- , 
tions  and  the  absorption  of  the  international  traae  commo¬ 
dities  Into  the  national  economy  of  each  country. 

Cases' of  commercial  credit  were  encounterea^  'i.e., 
the  extentlon  of  cotmaerclai  credit  to  those  countries  in 
the  first  years  of  development  of  trade  relations  of  tne 
USSR  with  the  countries  of  The  people's  Democracies  when^ 
private  firms  and  cooperative  organizations  stll..  par’viCi- 
pated  in  the  foreign  trade  of  these  countries  ana  si.ate 
credit  relations  with  these  countries  had  only  begun  co  be 

developed .  '  ; 

At  the  present  time  commercial  credit,  as  one  of  tne 

forms  of  accounting  in  international  trade,  is  no 
applied  in  the  relations  of  the  USSR  with  countries  of  the 
socialist  camp.  This  is  explained  by  the ^ fact  that^the-. 

USSR  grants  these  countries  economic  aid  in  the  matter  oi 
socialist  reorganization  of  their  eeonom.les.  Tlris  is  accom¬ 
plished  by  the  extention  to  the  nations  of  the  People  s 
Democracies  of  direct  government  credit  through  vjhlch 
Industrial  equipment  and  other  commodities  are  paid  for 
bv  these  countries.  Therefox'e,  the  extentlon  to  state  ^ 
trsd-lng  organizations  of  the  socialist  countries  sodxtlooaj. 
commercial  credit  would  mean  in  many  cases  double  and^ 
parallel  credit.  .Meceosary  turnover  funds  for  the  mainten¬ 
ance  of  the  process  of  commodity  circulation  are  received 
by  10163:^03110031  trade  organizations  of  these  countries  in 
the  form  of  credit  in  their  home  state  bank, 

Short“'tonTi  cr^^ditlng  of  BOcisXlr>f  countx'lcs  is  pro-* 
vided  In  certain  cases,  not  by  t.he  extentlon  of  commercial- 
credit,  but  by  allowing  clearing  indebtedness  beyond  estab¬ 
lished  technical  credit  (see  page  ^ 

Jn  the  first  years  after  the  capitalist  system  viicneied 
away  in'" the  present  countries  of  the  socialist  camp,  when 
the  fundamental  socialist  reformations  had  not  been  conducted 
irrthese  countries,  Soviet  foreign  trade  organizations 
utilized  credit  and  colj.ectlon  forms  .of  accounting  in  ^ 
trade  ^celations  with  these  countries  as  a  certain  type  of 
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a  'guarantee  against  losses  resulting  from  the  non-fulfill¬ 
ment  or  late  fulfillment  of  contracts  by  firms  and  organiza¬ 
tions  in  these  countries.  'Hie  collection  form  of  accounting 
was  of  the  'sarae  nature  as  the  original  collection  account  in 
the  world •capitalist  trade.  \ 

In  trade  with  certain  countrleB  of  the _ People  s  ■ 
Democracies  the  ci-edlt  forra  of  accounting  predominated, 
and  with  others  the  collection  accounting  was  predominant. 
However,  the  rule  that  the  forms  of  accounting  in  export 
and  import  operations  with  the  corresponding  countries  had 

to  be  similar,  was  observed.  ' 

Besides  this  the  conditions  of  these  accounts  assumed 
a  standarized- nature .  This  standarlzation  was. later  ex¬ 
pressed  in  the  unified ‘ conditions  and  forms  of  accounting, 
stipulated  in  the  protocols  on  the  gene-ral  conditions  _^of 
delivery,  concluded  with  those  counti’les,  as  recommended 
by  "the  Council  of  Economic  Mutual  Assistance.  The  slnalariry 
in  the  conditions  and  forxns  of  accounting  conarnlng 
exports  and  im.ports  was  derived  not  only  from  the  principa.e 
of  equal  rights  of  the  parties  conceding  payment  trans- 
aetiona,  but  also  from  the  fact  that  the  other  parties ^in 
these  trade  transactions  were  not  private  firms  anu  enter- ^ 
prises  of  varying  credit  ratings  ano  business  respon&ibi4...-t;y, 
■but' state  foreign  trade  organizations  which  are  £iUbordina.te 
to  the  national  economic  plan.  The  ability  of  these  organx- 
izatlons  to  pay  could  not  be  doubted.  ,  4  +. 

Tho  same  forms  of  accounting  in  export  ana  import 
operations  raade  it  possible  not  to  violate  the  equllibr-xam 
of  the  balance  of  payriients  in  clearing  agreements  aue  to  the 
apnli cation  of  different  forms  of  acccuntxng. 

"  Since  the  middle  of  1951  the  collection  form  of  ac- 
coun'"irg  'has  'occome  the  leading  form,  stipulated  as  tne  oaslc 
for.<Trof”acccuntlng.  This  has  been  provided  for  lo  the 
orotoccls  on  the  general  conditions  of  delivery. 
hcof'^v^r,  d'^  f fers  from  the  common  collection  form  in  that  the 
shj  pood  commodities  were  sent  directly  to  the  buyer  and,  could 
be  put  at  his  disposal  even  before  payirtent  for  the  e&rgo 

documents.  4.. 

Such  form  of  collection,  unknown  xn  uhe  practice  01 

s  capitalist  trade,  aids  in  speeding  up  the  process  of  commo- 
5  dlty  circulation  and  results  in  decreasing  expenditures  .(.or 
^  ptorap's  in  the  warehouses  of  the  transport  crganlza exons. 

In  addition  to  the  collection. form,  the  letter  of 
credit  could  be  applied  when  Indlvid'aal  trade  transactions 

^  The  disadvs’ntage  of  the  collection  form  foT  i.,he  ex- 
porters  and  the  advantage  to  the  ■  importers  was  ironed  out 
duemto  the  condition  of  an  approximate  equality  in  uhe  vaiues 
of  the  rmitaal  reclpx'’ocal  deliveries  of  the  trade  relations 
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1  between  socialist  courtrleg  in  ifihich  botb  socialist  coun¬ 
tries  were  slmaltaneously  the  ex.pox-'ter  and  the  impoi’ter  for 

■'•approximately  the  same  a'meunt.  However,  individual  foreign 
;  irrade  organizations  concerned  only  viith  export  opera tio-ns 
were  at  a  disadvantage  in  comparison  with  their  counter- 
agents  the  impoi't&rs.  The  tendency  to  perfect:  this  form 

in  such  a  way  that  both  sides  were  in  the  same  position 

dei^eloped  from.  this.  For  this  it  ms  necessary  to  reniove 
/  the  unfavorable  aspects  of  the  collection  form  for  exporters 
while  preserving  the  beneficial  aspects  of  the  col3.ection 
form  for  importers . 

-  An  appropriate  form  of  account  for  this  goal  was 

worked  out  by  the  S'tate  Bank  USSR  and  the  central  banks  of 

several  socialist  countries.  It  received  the  designation, 
''collection  with  immediate  payment'''.  In  several,  countries 
it  is  called  general  letter  of  credit.  Its  distinguishing 
features  do  not  fully  resemble  the  letter  of  credit  or  the 
actual  collection  form. 

From,  the  second  half  of  195^i  collection  form  with 
immediate  payment  has  been  applied  in  aeeountlr.g  between 
the  Soviet  foreign  trade  organizations  of  all  co^intries  of 
the  socialist  camp. 

In  December  195?»  a  OEM  committee  for  foreign  trade 
evolved  refined  general  conditions  for  the  exchange  of  goods, 
which  stipulated  the  order  of  p:ayrrient  in  the  form  of  coilsc - 
tion  with  immediate  payment  (§35-^5)*  hev<  form  of  ac¬ 

counting  applied  In  both  export  and  import  operations 
(similar  conditions  of  accounting)  conBlsts  of  the  following: 

The  foreign  trade  organisation  -  the  exporter,  having 
shipped  the  commodity  to  the  address  of  the  foreign  trade 
organisation  of  the  importei'-,  presents  the  set  of  cargo 
dooumen-its  to  the  central  bank  of  his  country  (in  the  USSR, 
the  Scats  Bank  USSR).  In  this  the  seller  bears  full  res¬ 
ponsibility  for  the  conformance  of  the  presented  documents 
.and  their  data  to  conditions  of  the  contract.  After  the 
verification  of  the  conforraance  of  the  cargo  documents  among 
.’  themselves  in  content  and  given  fig-ares,  the  bank  pays  the 
exporter'  the  amount  of  the  bill  and  debits  the  appropriate 
amount  In  the  clearing  account  of  the  bank  of  the  buyer's 
country  an-d  immediately  sands  them  to  his  address  along 
vdth  a  notification  of  the  payment  made. 

The  bank  of  the  importer's  country,,  having  received 
9  the  documents  and  the  notification,  credits  the  clearing. 

8  account  of  the  bank  of  the  exporter's  country  for  the  amo'unt 
7  paid  and.  debits  the  account  of  the  importer.  At  the  same 
6  time  it  releases  the  cargo  documents  to  the  buyer.  Thus, 

5  with  this  form  the  cargo  documents  are  transfer-ced  to  the 
k  buyer  only  after  payment.  Although  the  commodity  Is  shipped 
3  to*^  the  address  of  the  buyer,  but  usually  arrives  aftei*  pay- 

2  ment  for  the  cargo  documents. 

■  1 


•  31  • 


by^ 

the  ? 

;xpo: 

ter 

■■  of* 

1) 

not 

iucr. 

f '  V 

lan'  ■ 

ts  j 

and 

3)  ’ 

the 

r 

bi 

11  m£ 

if  1? 

•,r  lu 

•de. 

the 

COS'i 

:  of 

f  j  ■  -3  J 

ght 

'  The  documents  which  are  presented 
the  commodity  to  his  hank  are  as  follows 
'3  copies-  of  the  blll>  2)  shipping  docune- 
documents  stipulated  in  the  contract. 
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insurance,  and  other  expenses  vjhich  fflay  he  settled  through 
clearing  according  to  the  trade?  agreement. 

One  of  the  copies  of  the  bill,  with  the  concordance 
of  the  buyer,  is  presented  by  the  seller  to  the  trade 
^'ise^  (or*  trade  representative)  of  the  buyer's  covjntry  In 
the  "seller,.’ B  country,  either  through  the  bank,  or  directly. 

V/ithin  fourteen  business  days,  beginning  with  the  day 
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contract  the  payrAent  provides  foi'  the  complete  shlpsuent 
3)  the  shipment  cf  the  corarnodity  takes  place  earlier  than 
the  date  stipulated  In  the  contract  without  the  agreement 
of  the  buyei' ,  or  if  before  the  date  of  the  delivery  tne  Duyer 
recoi”ed  payment  for  rhe  commodity  and  the  buyer  had  agi’f^eo. 
to  tnr.”e=>rlY  Bhloment.,  having  advised  his '  refusal,  to  make  a  ■; 
r%p.i^^.'tur8  .'yvmrnt.  6’) 'the  seller  shipped  the  commoditv  aicer 
-bh'dl  by  the  buyei.  o.f  the  contract,  ?)  the 

doc?ivcr,>s  attached  to  the  bill  show  disc-repancies  that  pre~ 
vent  ra  determination  of  the  quantity  and/or  type,  and/or^ 
oualrtv,  and/or  cost  of  the  commoalty,  _  &j  tne  detalieu  p^tb-e 
O'!-  lusted.  aDs:^cif IcationB  stipulated  in  the  contracc 

arU'nct  attached  to"  the  bill,  and  9)  other  ,  circurastances 

stipulated  in  the  contract.  3  ^ 

IT  The  ri-o-ht  to  demand  partial  ropaymeut  -o.!  suras 

oaid  on  the  bill  exists  if  l)  the  bill  includes  pricec  ex¬ 
ceeding  those  stipulated  by  contract  or  rf  the  b.,.il^^inGiad^b.> 
expenses  that  were  not  stipulated  in  the  eontracu,  ^alcna 
with  the  ordered  co.mmodities,  unordei'‘ed  coinmoax cies  are 
■"hi -^ned  as  well,  3)  the  buyer  refuses  to  accept  part  ,0...  the 
/‘loment  because  the  aasoctnient  stl?ulat.ed  by  the  contract 
was  not  shipped,  k)  the  shipped  quantity  ol  tne  conimo..j.cy 
exceedo  the  ordered  quantity,  tne  excess,  'xr;  addlLioo,  x,.  ^ 

■’bove  that  allowed  by  the  contract,  5)  the  quant, rty  oj.  . 

poramodit-'^  indicated  in  the  bill  exceeds  the  quantity  indxcAted 
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•in  the  cargo  documents  and/or  the  specifications,  6)  an 
arltbematlcal  eirror  is  .discovered  In  the  bill  or' the 
attached  documentSj  in  favor  of  the  seller,  7)  other  con- 
.•ditionB  are  stipulated  In  the  contract. 

With  the  presentation  o.f  a 'request  for  full  ox’  par¬ 
tial  repayraent  of  t'he  awount  paid  foi’  the  seller’s  'bill, 
the  buyer  mtxst  present  to  the  bank  of  his  own  country  a  .  . 

statsraent  showing  the  motivations  and- reasons  for  it  along 
vrlth  a  copy  of  the  statement  for  its  remittance  to  the 
seller .  .  , 

Upon  the  demand  oi'  his  bank  the  buyer  is  obligated 
-to  present  to  it  the  necesssry  dccuraents  substantiating 
the  correspondence  of  the  motives  cited  by  the  buyer  with 
the  contract  conditions  sti.pulating  the  right  to  request 
partial  or  complete  repayment  of  the  paled  accounts. 

Under  appropriate  circurastanoGS  the  buyer  must  indi¬ 
cate  in  hiS' statement  that  the  unaccepted  commodity  is  _ 

-being  held  at  the  disposal  of  the  seller  at  the  risk  and  ex-  . 
pense  of  the  latter.  .  .  ^ 

If  the  demand  f3r  full  or  partial  repayment  is  in 
agreement  with  the  conditions  giving  the  buyer  the  right  to 
demand  repayment  of  sums  charged  against  him>  the  bank  of. 
his  country  immediately  restores  the  sum  by  .writing  off  the 
commodity  from  his  account  -and  immediately  debiting  the 
clearing  account  of  the  bank  of  the  country  of  the  seller. 

The  buyer’s  bank  then  sends  hira  a  copy  of  the  buyer’s  state¬ 
ment. 

UDon  repayrcent  of  the  full  sum  paid  on  the  bill  the 
buyer/ upon  dena^nd  of  the  seller  la  obligated  to  return  the 
cargo  documents  received  by  him  concerning  the  given  ship¬ 
ment  of  commodities. 

After  thr  restoration  by  the  bank  of  the  charged  sum 
to  the  account  of  the  buyer  all  differences  Vjetween  the  buyer 
and  the  selle.r  are  resolved  directly. 

If  the  buyer  acknowledge.s,  or  it  is  established  by 
arbitration,  that  on  a  basis  of  bis  request  he  was  unjusti¬ 
fiably  refunded  the  paid  .sum,  then,  apart  frorA  the  payment 
of  this  sum,  the  buyer  must  pay  a  penalty  of  0.1^  of  this 
sum  for  each  d-ay  of  delay  beginning  with  the  day  of  repay¬ 
ment  of  the  sum  to  the  day  of  the  final  payment,  but  not  to 
exceed  5fo  of  the  unfounded  repayment. 

Such  a  type  of  account  as  collection  with  im.mediate 
payment  Is  used  with  reference  to  expenditures  on  the  deli, very 
of"  commodities  which  include  expenditures  on  assembling,  , 
design  and  preparatory  viork,  and  transport  expediting  ser- 
vice.n,  if  these  expenditures  *were  not  included  In  the  bill 
for  the  commodity. 

Accounting  is  accomplished  -with.  Immediate  payment  on 
the  basis  of  the  bill  and  other  documients, '  coordinated  among 
the  countries  which  are  presented,  by  the  creditor  to  the  bank 
of  'his  country. 


'  In  this  account,  as  in  the  coramodtty  account, .  the 

creditor  (giving  the,  services)  carries,  .full  responsibility 
for  the  fact  that  documents  presented  to  the  ba-nk  and  the 
date  contained  in  them  or  the  bills  presented  without  docu¬ 
ments  correspond  to  the  agreement  with  the  debtor. 

Ihe  debtor  has  the  right  to  demand  payment  of  all  ©r 
part  of  the  sum  paid  within  a  twenty-four  working  day  period 
Jaeginning  with  the  day  on  which  the  bill  of  the  creditor  is 
'received  by  his  count:ry*s  bank. 

I.  The  right  to  request  repayment  of  the  entire  sum 
exists  if  1)  there  is  an  absence  of  a  req.uest  for  agreement 
on  the  services,  .of*  if  the  rrequest  Is  cancelled_  before  the 
services  are  rendered,  2)  if  the  services  have  been  paid; 
for  earlier,  3)  all  the . documents  agreed  upon  among  the 
parties  are  not  presented,  or  in.  the  documents  pr-esented 

it  is  impossible  to  determine  which, services  were^ rendered, 
h)  other  circumstances  have  taken  place  due  to  which  it  has 
been  agreed  that  there  is  a  right  to  request  repayment.  ^ 

II.  .  The  right  to  demand  partial  repayment  exists  If 

l)  a'rithmetlcal  errors  exist  in  the  bill  or  the  attached 
document,  2)  higher  tariffs,  and/or  rates  ai"e  IncJ-uded  than 
those  agreed  upon  between  the  parties,  3)  there  has  been  an 
irfiprcp6r  of  th6  of  8xchEr<g6^  4)  sorvloos  1.6 vies 

commission  charges  and  additions  are  not  agreed  upon  byr  toe 
party  have  been  Included  in  the  bill,  5)  the  total  amnunt  ot 
the  bill  is  calculated  on  the  basis  of  incorrect  data ^ on  the 
quantity,  wejght,  and  volumn  of  com,modity,  6)  along  with  the 
cost  of  the-  fulfilled  services,  the  value  of 

^nd/or  partislly  fulfilled  s^r'^lces  are  Included  the 

In  the  eWnt  of  x^epayment  tc^  the  debtor.,  the  return,  of 
the  documents  takes  place  by'  coox’dinatlon  among  the  parties. 

In  acccu-nts  for  services  and  other  expenditures  the  . 
same  ccndltiono  are  applied  as- those  in  acocunts  for  commo- 

d  1  td  3  3  <>  '  . 

. r&ymenta  for  c3.aims  regarding  quantities,  qualities, 

finea  and  other  complaints  take  place  by  means  of  a)  the 
direct  transfer  to  the  creditor  of  the  agreed,  sum  of  the 
debtor  or  b)  payments  by  the  bank  of  the  creditor's  country 
in  the  form,  of  direct  payment  of  the  agreed  sum,  to  the 
debtor  on  the  basis  of  his'  credit  note.  , 

Under  specdal  conditions  for  delivery  of  goods  in 
the  contracts  among  the  foreign  trade  organizations  of  the 
socialist  countries  the  letter  of  credit  form  of  accountj.ng 

msv  also  be  stipulated.  .  .  .l.  , 

^  In  this  case  if  the  letter  of  dredit  is  not  initxace.o. 

b-v  the  buyer  within  the  time  established  by  contract  -  . 

latter  then  is  obligated  to  pay  the  seller  a  penalty  in 
amownt  of  0.5-^,  for  each  day  of.  delay,  but  not  to  exceea  bf 
of  the  total  amount  of  the  letter  of  credit  ,  .'fhe  se^xer  is 
obligated  to  allow  the  buyer  s^n  additional  period  of  time 


r 

to  initiate  the  letter  of  credit.,  without  at  the  sanie  time 
losing  the  right  to  charge  penalties, 

in  a  case  where  a  letter  of  credit  is  not  opened 
V7ithtn  the  -additional  time  allowed  the  seller  has  the  right 
to  cancel-  the  contr>act.  In  this  case  he  may  receive  either 
a  fine  or  a  forfeit  charge  In  the  amount  of  3^  of  the  total" 
-amount  of  the  3.etter  cf  credit -from  the  buyer  If  another 
forfeit  charge  is  not  defined  in  the  contract. 

. In  case  of  a  delay  in  the  Initiation  of  a  letter  of 
credit. the  seller  has  a  right  to  withhold  shipment  of  the 
co-mmodlty.  If  the  commodity  has  been  shipped  by  the  seller 
b-s-fore  the  letter  of  credit  Is  initiated,  even  though  the 
letter  or  credit  Is  late  in  terms  of  the  agree.d  deadline,  the 
bank  of  the  seller's  country  receives  documants  for  payment 
in  the'  fox=m  of  the  ordinary  collection  ■amount. ■ 

The  ne\\i  form  of  accouncSrig  with  countries  of  the 
socialist  camp  cn  o:rport„  jmport,  and  transport  expediting 
expenditures  examined  above  which  is  the  collection  v«itb 
Immediate  payment  form  aids  in  significantly  increasing 
t'ne  turnover  of  funds  Inv'ested  In  the  indicated  operations. 

In  contrast  to  the  typical  type  of  collection  accounting 
in  which  a  delay  in  payment  for  goods  and.  services  for  the 
period  of  t.he  transfer,  verification  and  payment  of  the  ^docu¬ 
ments  in  Question  of  ten  days  takes  place  vritti  the  new  form 
the  total  bill  of  the  exporter  is  paid  directly  and  is  Imme¬ 
diately  exacted  from  the  importer.  In  addition,  the  importer 
has  the  right  to  demand  repayment  of  .sums  incorrectly  exacted 
by  the  exporter  without  the  delay  for  necessary  p:roof  fdi’ 

The 'application  of  the  collection  form  with  imme¬ 
diate  payment  is  possible  only  in  trading  relations  among 
the  socialist  countries.  It  Is  unknown,  therefore,  in  the 
practices  of  capitalist  banks.  For  its  success.ful  function-, 
ing,  'this  form  of .accounting  stipulatss  an  adequately  high 
level  of  agreement  discipline  by  the  foreign  trade  organiza¬ 
tions  of  both  parties,  a  clone  observance  by  both  sides  of 
conditions ,  of  deliveries  and  paym.ents  'in  which  c-ases  of  re¬ 
quests  by  the  importers  for  the  repayment  of  incorrectly 
charged  ara.ounts  in  favor  of  the  exporters  are  rare .  In 
practice,  the  relations  among  foreign  trade  organizations 
of  socialist  countries  v^hlcb  are  based  upon  mutual  trust  and 
a  non-antagonistic  nature,  such  claims  are  only  rarely  en¬ 
countered.  This  might  explain  'the  general  recognition  of 
this  new  form  of  accounting  by  socialist  countries  and  the 
fact  that  it  has  succesEfully  .functioned  for  already  more  . 

than'  four  years.  " 

Apart  from  the  positive  aspects  indicated  above,  the 
new  forms  of  accounting  make  it  possible  to  eliminate  inter¬ 
nal  credits  for  the  foreign  trade  organizations  for  export 
operations,  and  significantly  decreases  the  technical  work  of 
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"these  o-r^sarizations  and  banks  In  servicing  foreign  trade 
a-^counts^among  the  countries  of  the 

aSdltlor.,  beeauao  of  ‘-f  the  'oompoot 

nip“or;-o«?gP  ??*e“lroiution  hStieen  tbe'hSSR  pp='  otha:: 

^ountries^of^the^soelaUu.  Camp.  non»trfede_^reletlons^ 

J--  ^  TTC'^Tv  ''rri  cc’jntrl es  also  play  o-n  iu.ipo»  / 

tvjeen  tne  USoR  ^nd  coan.  ^  the  c cun- 

role  in  the  currency  -Sin  forms  of  a.ceou'cts  in 

tries  of  the  'socialist  g;;t‘'timo  the  monetary 

non-trade  payments  aie  tg  checks  of  the 

tranofars  ap4„ye  oholpapy  oS  ln  195tof 

State  Bank  USa^R  in  and  banks  of  a. 

travelers*  checks  by  ^  V„^^^.yyjP^er.tal  in  a  faster 

series  of  socialist  and  other  categories 

and  more  flexible  service  to  countries  to  the 

of  indlvispala  “rl«4PS  I  ;on.  ^ 

USSR,  and  also  to  Soviet  ^.ourists  and  ornw 
ing  from  the  USSR  to  those  .countries .  ., 

4,  Carrsacy  and 

Trade  Tra».saetiong  ' 

C-iTsItallst  Comtries 


Tlie  financial  conditions  of  accounting 
trade  of  the  USSR  with  the  capitalist  countries  in  operations 
at  the  nr'es''’'nt  time  are  the  result  of  a  struggle  o_ 

V'"er«  hv  the  Soviet  foreign' trade  organizations 
provement  of  general  conditions  of  accounting,  and  the  finan¬ 
cial  asoects  of  these  conditions  as  -well.  ^  ^4v,=.+- 

rnv-ig.  struafjvle  of  the  capitalist  eounvries  agalns^  _ 
'Sovk^'-  :n  trade  in  the  financial  area  was  manl^esued  not 

o-^;  /'rn  the  ^cld  and  credit  bXocake  of  the  Soviet  Union  by 

*"'allst  states  and  banks,  but  in  the  attachment  to  • 
Soviet’ foreign  tx’ade  organizations  of  the  most  lnconven^,ent 

and  circuitous  conditions  o-  4-v,p  Qp^iet 

During  the  first  years  of  the  emergency  Ox  ine  Soviet 

’^rnuhlics  into  the  foreign  markets,  ' fox'-elgn  firms  ana  banks 
a  preliminary  gold  or  currency  guarantee  of,  payment 
ok'ohdPrkfOT  eiSpir.ent  or  a  full  payMnt  for  the  ^oommodity 
before  Shipment 'to  the  USSR.  Foreign  fiivns  agreed  uo  pay 

Sad^alty?  hteJ  a^oonstant^atruggle^hy  tSMjSloSSttea 

rf*Sort1t"SkrUtbe  gererally  acoapted  oonditlorc  of  aocounir 

lag  in  Jf^SSinmant  of  technical-economic  inde- 

^  -hS  nq-3'R  the  Soviet  foreign  trade  organizations 

SSf  able  by  19lf  to’atti.ta  significant  improvement  In  the  , 


/ 
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f inane jal  conditions  of  accounting  in  exporting  and  importing. 
One  of  the  significant  improveraents  was  the  transfer  of  a 
significant  part  of  accounts  In  foreign  trade  of  tiie  UooE  to 
within  the ’Soviet  Union,  particularljr  In  Soviet  exports  to  , 


State 

foreign 


-pajrment  vftth  letters  of  credit  Initiated  by  foreign  buyers 
In  favor  of  Soviet  foreign  trade  associations  in  the 
Bank  USSR,  or  if  the  letter  'of  credit  ts  Issued  by  a 
bank,  then  payment  on  the  State  Bank  USSR,. 

Agi’eaments  on  the  general  conditions  of  delivery  in 
which  various  financial  conditions  of  accounts  are  provided 
for  w’ere  concluded  with  individual  countries.  .  Examples  of 
this  are  the  agreements  for  the  general  conditions  of ^de¬ 
liveries  from  Germany  applied  until  the  Second  World  VJar 
and  In  the  active  agreement  on  the  conditions,  of  delivery 
concluded  with  the  Union  of  Swedish  ex’p'orters'.  The  agree¬ 
ment  of  the  USSR  with  Great  Britain  as  of  I936  on  the  ex¬ 
tension  to  the  Soviet  Union  of  financial  credit  for  pa;^mient 
of  Soviet  purchases  in  Great  Britain,  specified  conditions 
of  cash  accounting  in  transactions  of  foreign  trade  associa¬ 
tions  with  British  firms  were  provided  for. 

For  several  mass  ex’port  commodities  of  the  USSR,  such 
as  grain  and  forest  products,  a  decisive  role  in  the  defini¬ 
tion  of  conditions  of  accounting  was  played  by  the  accepted 
standard  conditions  of  contracts  in  international  trade  workaS 
out  by  associations  of  exporters  of  these  co0iiTiodities  of 
separate  countries . 

One  of  the  advantages  of  the  socialist  economy  tn^  the 
area  of  international  accounts  is  the  fact  that  the  Soviet 
economic  organizations  enter  the  foreign  markea  ir  coordina¬ 
tion  because  of  the  state  mono’poly  of  foreign  trade. 

It  should  be  noted  that  among  the  capitalist  firms 
having  traded  with  the  USSR,  attempts  at  combining  and  the 
creation  of  special  monopoly  organizations  for-  trade  with 
the  Soviet  Union  were  attempted.  Under  conditions  of  vio-^ 
lent  competitive  stJ’uggle.,  these  attempts  did  -not  lead  to 
the  -res-ults  desired  by  their  creators.  Beside  this,  the^ 
agreement  among  private  firms  desig'oed  to  create  dlscrlmina- 
tbry  .  conditions  -in  trading  with  the  Soviet  Union  always  met 


prope'r  rebuff  from 


their 


he 
ceasing 


_de  of  Soviet  foreign  trade  organiza- 
business  relations  with  the  appropriate 


b  J* 


tiono  by 

Ihe  struggle  of  t’ne  capitalist  world  against^  Soviet 
foreign  trade  extended  also  to  the  area  of  financial  condi--  . 
tionp  in  accounting  and  did  not  cease  after  the  conclusion 
of  the  Second  World  War.  It  assumes  various  new  forms.  In 
•>a-rt/cular  the  policy  of  bovious  disorimination  and  the  ais- 
imttorof  forelin  trade  with  the  DeSR  provotefl  by  the  leadltg 
;.3x'*cl63  of  th0  USA  and  Bevoral  othor  capitalist  co\iiitri6£  a.u0 
■  V  pi  ?!  A 1 0  d  ■  . 

Thae  discriminatory  policy  conducted  by  the  USA  and  a 
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'^erles  of  other  capitalist  countries  is  utilized  by  iridlvldual 
capitalist  firm.s  to  force  u,pph  Soviet  foreign  traue  organisa¬ 
tion  disadvantageous  and  burdensome  conditions  oi  cash  s.c- 
countjOg  in  the  sale  and  X'urchase  of  ocm.KiDdu.tie3.  „ 

At  the  ninesent  time  the  Soviet  union  has  aehievea  toe 
great^^st  economic  povrer.  As  a  result  of  this  the  position 
of  Soviet  foreign  trade  associations  in  the  concussion  .of 
trade  transactions  x^rith  capitalist  ^counurlos  has  becwmo 
irfimeasurably  stronger  than  it  vj&s  tor-marly.^  nrp-'Pl’^a- 

Foreign  trade  associations  cu  the  JooB-  d.!.  c  uguPi^a 
tions  in  which  the  ability  to  pay  is  not  sub  ject  to  dutxbu . 

The"*  have  every  right  to  insist  on  apecla.L.  financial  cw^d.i- 
Uons  of  aceountlrl  in  contrast  to  ythe  conditions  applied 

in  International  trade  to  private  fir kis.  +-b'^--pfrre 

Soviet  foreign  trade  organlza'cxcns  .shoaiu  th'-x  .•.lO.o 
cont-’nue  "their  struggle  for  the  improvement,  of  currency  and 
financial  conditions'  of  accounting  concerning  export  and  import 
tranBactionB  conclxided  by  thein.  ^ 

For»  seoarate  Soviet  coMiodltieB  an  .joying  a  - 

cant  deinand  in  the  world  capitalist  market, 
eign  -era da  organizations  are  abxe  to  uo.w  tae.Lx  -c ^ 

standard  conditions  of  accounting,  in  eontraso  uo 
tions  of  accounting  manifested  in.  the  practice  ox  cdpiCaii^xr 

in  the  foreign  trade  of  the  USSR  with  the  .capitelist 
Oouictire-s  all  the  indicated  types  of  accounting 
applied  in  the  oast.  In  ps.i'‘ticuiar,  during  t  ,j  'r,'. -j  „e. 

.u-eclt  account  aocounto  In  the  oxport.  as  <.nii  as 
y,:;,:.r-ooeTntions  of  tho  0S3R  had  Mide  application  ihls^ 

Quest  in  io  exandneS  in  greater  detain  in 

is  (JeUted  to  the  history  of  the  USSB's  crealt  relations 

with  fr;„f.h:3S"n„-,s  credit  accounts  are  applied  only 

Jn  i.tolele.l  .Ihf.’  Soviet  foreign  trade  oreanlsa tions  ex¬ 
tent  o-oc-rerolal  credit  primarily  only  tn  tne  ea^B.o-  hovers 
dustrlal  equipment  and  several  other  oommodlcles  to  d.ahuq .rs 

'rif  a?e  ^ISlfyloia  tf  anU‘'hougSrby 

?3algn“'tA5e"a“lsoclallons  as  a  rule  thorugh  cash  accountrng 
nr-'v  The  on:iv  exceptions  are  only  case;;,  iA=hen  viX. 

Soo-tei  recelWs  advance  payments  from  the  foreign  Diiyer..  ■ 
These  advance  payments  serve  primarily  as  me<in,.d  Ox  ..r 
suring  the  fulfillment  of  the  ag-reemeno  by  ubtr  buyer ^una  not 

as  a  means  of  financing  export  operations,  in  ' 

to  a  deposit.  Exceptions  to  this  aiso  are^CciStiS  iu 

which  soviet  firms  extend  advance  payments  bo  foreign 
suppliers  bn  orders  for  complex  equipment, 
q c;' 5,’®! I'as  the  delli'ery  by  Soviet  exporters  of  inau.^txj-ol 
pqu3  pment"  and  certain  other  commodities  to  e' 

5at-tohs'of  the  economically  underdeveloped.  caputaiix.t  u,oun,ri-, 
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with  deferment  of  payment  In  Epecific  cases. 

Currency  conditions  of  T-feytmi'nt  in . Export  and.  Import 

'Eransactton-^.™  Cotrimodity 'Eccourr'Fs  wi  tfTirapltaTIsSTcountrie’s 
are  conducted  by  foreign  trade  asDOciaticna  of  the  USSR  in 
foreign  curi'encles .  The  exception  is  Pinland^  with  which 
accounts  are  conducted  by  clearing  agreements  In  rubles  with 
•an  Indication  of  their  geld  content.  At  the  same. time  the 
foreign  currencies  are  currencies  of  the  clearing  accounts 
in  the  agreements  concluded  by  the  USSR  vrith  many  capitalist 
countries  on  comraodlty  exchanges  and  paynients,  and  special 
payment  agreements,  to  include  those  of  a  non-clearing 
nature . 

The  currency  conditions  of  payment  acquire  cc.nslderable 
significance  in  the  conclusion  of  contracts  by  foreign  trade 
organizations  of  the  USER  with,  firms  and  enterprises  of  the 
capitalist  countries  on  the  purchase  and  sale  of  commodities. 

At  present  when  not  one  capitalist  currency  may  be  . 
considered  durable  and  stable,  the  Soviet  exporter  to  the 
■capitalist  countries  can  be  threatened  by  lossea  resulting 
from  the  reduction  of  the  parity  and  I’ate  of  ex;change  in 
which  the  price  of  the  commodity  is  expressed.  They  can 
incur  losses  also  as  a  result  of  new  currency  restrict¬ 
ions.  The  best  way  to  protect  the  exporters  from  losses 
resulting  from  blocking  their  currency  proceeds  in  banks 
of  countries  with  currency  restrictions  is  to  make  clearing 
agreements  with  these  countrj.es.  This  is  discussed  in 
gr>eater  detail  in  the  following  chapter. 

Tiie  risks  resulting  from  the  reduction  of  parity  and 
the  currency  rate  of  exchange  increase  as  the  Interval  of 
time  between  tha  conclusion  of  the  contract  with  the  im~ 
pointer  and  the  date  of  receipt  from  him  of  payment  for  tha 
commodity  becomes  greater. 

As  indicated  in  Section  II,  one  of  the  most  oomraon 
methods  'of  protection  against  currency  risk  is  the  inclusion 
of  a  currency  or  gold  clause  in  the  contract  with  the  .  , 

•imporcer. 

Tlia  variant  of  the  currency  clause  In  the  form  of  the 
establishment  of  the  price  of  coramodities  sold  in  a  more 
stable  and  freely  circulating  capitalist  currency  with  pay- 
raent  in  the  national  eairrency  of  the  buyer  .can  have  great 
significance.  ■  .  ’ 

In  ctreumstanoes  where  accounting .with  buyers  of  ex¬ 
port  commodities  takes  place  in  a  freely  convertible  currency, 
it  Is  expedient  as  a  general  rule  to  establish  prices  of  the 
commodities  in  the  contract  in  that  currency  to  avoid  unnecos- 
sary  conversion  of  the  price  currency  into  the  payment  cur- 
rency.  With  this  as  a  goal  It  Is  possible  to-recommend  the 
establishment  of  the  prices  of  the  commodities  in  the  same 
currency  in  vjhich,  according  *to  the  given  commercial  pay- 
ment  agreement  of  a  nor4“Clearlng  type,  is  stipulated  as  a 
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establishment  of  pr'5.ceB  of 
-urrendeB  does  not  exclude  tne  , pD..sxb,L.-A.ty  c.na  ,  . 

e-,eSir.cy”of  tSe  inoluslan  of  gold  and  oarroncy  ciauaea  In 
the  contracts  when  concrete  conditions  aemano.  _ 

T-n  order  to  avoid  losees  iroit)  revaluation  ..t  .-.-  ■ 

pedient  for  Soviet  exporters  to 

‘olauaaa  even  i:;v.f-rr  ''1^3^% iau^ 

in  finter-p'o^^erriiKntciX  cxeaiu-u^,  c#.jpx  , 

aoD^v'onlv  1-0  the  balances  of  the  clearing  accounts 
not'orot^^t  the^'-efore,  the  interests  of  tne  exporters  xn 
t^iose  contracts  which _ will  net  be  entirely  cotnplece^  cj 

the  reoment  of  devaluation.  „  ■  +.v,c.  rnr-nodl  tv 

Tn  those  eases  in  -which  the  px^’ice  o,t  the  uoiumuaitj, 

established  in  a  currency  that  is  different  fron.  tu^ 
c^earinp'  currency  ex-'  of  the  oommarelal  pa'y:aent 
of  a  notclearlnB  nature.,  it  is  ^^ecessary  to  indxcate  m 
■*'he  contract  the  conversion  I'ate  .of  cm:,  pr^tce 
■Ifo  ?he  currency.  If  this  rate  of  ezenange  id 

Stipulated  in  the  appropriate  pajhRent  agreeuenc  u.t  v  i.. 

ITOOP  (for  eTran’ple,  with  the  Netherlands,  tne  iseiaium- 
iJhuR  vior  and.  France,  ana 

Luxemoourg  eeonomxc  Jnxon,  should  not 

others)  then  the  conversion  rate  ir:  a  cont,iaot 

fr-rn  the  exchange  rate  Indicated  in  tlie  given  va^ 
udilgrer^rn  W.fmlowing  ratoc  of  conversion  arc  ^ 
?boorot5Slly  f03.siwer  1)  parity,  2)  an  Ir.tcrmelxate  lata, 
Ktiettro  ;:-aU  of  the  tellers  and  --iJ  .L" 

the  -rate  cf  i-he  sellers.  In  import  -  the  rate  of  >,he  ou^cr. 


(with  dxroct  ouotation  ,  4)  the  rate  of, the  selxers  for  ex 
oft  and  imoort.  For  Soviet  exporters  the  mosu  advcinta- 
e-xchange  is  the  seller's  rate  (with  oxreot 

quotations/ where  the  importer  does  not  agree  to 
ft.  ,  ..v.v".,n:ioc^n''th8  cont-ract  of  gold  or  currency  clauses,  . 

Soviet  exporters  may  apply  otner  means 
>l  v-.  r-'i'M-’^ercv  risks  as  indicated  in  secv.i.on  Ix..  Ti,e  moo ... 

'ffi.-,orv.e"at  rhenr-esent  time  may  be  the  inclusion 
??  lancet  rl'lcll  o?  priceo  of  the  goods  sold  and 

1  tl  exporter  from  treaty  obligations  If  the 
of  th-  currency  in  which  the  price  of  the  oornmo- 
Sfif  estabUsheS  takes  place  and  the  buyer  does  not 

?)«e  to  pay  a  cOTrispondlngly  higher-  price  for  the  co«oaity. 

^  In  Soviet  import  trade  with  capicaxist  coant^^xeu,  - 

prices  of  the  goods  bought  are  establisnea  xn  b 

foreign  suppliers  are  ordinarily  ^tated^in  the  comes txc  .  . 

a'c  th®’  suoplier  and  the  payment  o.i.  the  com.n...d.. -5? 
plac"e  i?: that  currency.  In  other  words,  the  transac- 

tion  currency  and  the  payment  fopt 

cuch  -'•urgency  conditldns  are  explained  by  t..--  -  .  -  * 
that  thf. -international  accounts  -of  the  USSR  are  oonaucted 


r 


v?ith  almost  all  capitalist  countries  in  foreign  currency; 
not  Soxflet^  and  the  foreign  suppliers  usually  prefer  to  ra- 
eeive  payment  In  their  own  cTU’rency  because  this  frees  them 
from  expenditures  connected  v?ith  the  conversion  of  a  foreign 
currency  into  thoir  ovm  domestic  currency.  .  On  the  other^ 
handj  in  view  of  the  -currency  restrictions  existing  at  the  . 
tiresent  time^  in  raany  capitalist  countries,  and  also  after 
the  establishment  at  the  end  of  195S  of  a  partial  convcrta- 
btlity  of  the, main  Western  European  currencies,  the  pro¬ 
ceeds’  from  Soviet  exDort  in  these  countries  in  local  cur¬ 
rency  can  be  utillged  by  the  USSR  for  the  px:.rchase  of  ^commo¬ 
dities  and  other  expenditures  only  in  the , countries  of  the 

given  currency.  •,  4.-. 

The  domestic,  curi-ency  of  the  supplier  is  as  a  rule  tne 
price  cx.irrency  and  the  payment  currency  also  in  j.mport^  trans- 
actions  concluded  .vrlth  foreign  trade  associstions  of  the 
USSR  on  the  basis  of  inter-gcvernmental  agreements  oa 
p-om.modity  exchanges  and  p-ayment  x*Jl'C.h  cs  pi  carls  c  countries, 
in  most  agreements  of  this  type  the  clearing  accoi.irits^  are 
conducted  "in  the.  domestic  currency  of  tbs  country  wltn  which 
the  agreement  is  concluded. 

If  unde?c  conditions  of  the  transaction  the  payment  -s 
made  in  a  currency  which  does  not  coinclds  v?ith  the  price 
currency,  then  It  Is  necessary  to  stipulate  in  the  concract 
the  rate  of  exchange  at  which  the  price  currency  will  be 
converted  to  the  corresponding  payment  currency .  For  the 
G'oviet  Importer  the  most  advantageous  rate  of  exchange  Is 
the  exchange  rate  of  check  bxryers  In  this  currency^. 

Soviet  importers  are  not  interested  j.n  the  inclusion- 
in  contracts  with  foreign  suppliers  of  either  currency  or 
gold  clauses,  since  the  risk  of  an  increa-se  of  the  exchange 
rate  of  foreign  currencies  in  which  the  prive  of  a  purchased 
commodity  is  establi-sned  undei''  the  conditi.oi.is  e.siSiting  -i-t- 
the  capitalist  world  of  currency  instability^ is  minimal, 
vfnereas  foreign  suppliers  of  several  capitalist  countries,  - 
fearinc'  devaluation  of  their  own  currency,  may  sometimes 


present  the  question  of  t 


he  inclusion  in  the  contract  of 


currency  or  gold  clauses  or  the  establishment  in  th-e  creaty 
o.f  sliding  prices  (escalator  clause).  __ 

Such  reauests  ax’e  presented  sometimes  by  suppixers 
in  negotiations'  on  orders  for  industrial  equipment  with  long¬ 
term  conditions  of  delivery. 

The  Inclusion  into  oont.r-acts  of.  gold  or  currency 
clauses  may  lead  in  the  case  of  a  devaluation  to  an  unfounded 
onrlchment"  of  the  supplier  and  unjustified  lossers  for  the  ■  . 
biiy^er  of  the  equipment.  With  t.ne  presence  of  a gold  or 
currency  clause  the  Soviet  'importe:r  would  be  obligated  to 
uav  an  increased  amount  for  the  commodities,  in  excess  of 
that  stipulated  In  the  eontrdet.  In  case  of^_a  de-evaluation 
of  the  currency,  by  as  many  percent  as  the  ’’price''  of  gold 


ill 


or  twe-  rate  of  exchange  of  the  stable  Gurrency. 

with  relation  to  the  seller’s,  domestic  currency.  . 

In  reality,  the  prices  of  Induntrial  equipment.  In 


eoods'that  are  .more  suscep 


to  orices  of  raw  gooas  anu  traue  ^uuuw- 
tibie  to  currency  fluctuations  and 

and  significantly  lass  than  the  dropping  ra.,.e  of  ^x.,uc...b 
of  the  oxport^r^s  cun‘t^nc.y*  >  ^ -a-?  a-  '''■nr  iv  ro 

Gold  and  currency  cl.auses'  do  not  t ^/-.v?ch^an " 

r>aw  materials  and  trade  goods,  except 

;xtended  period  of  time  .elapses  between  the  conclusion  u.  a 
contract  and  Its  f  u  i  1 1 1 3.  'tie  n  l  * 


Th^ 


inclusion  in  contracts^^  for  the  fhuppl^^^^o. 


Indus 


.on  X:U  U  wiJ.  c:4w  A.  ™  -  „  u  V  ^  ^ 

trial  equipment,  L^rnieans  ' 

r/S^t:hforSa1'S,??L.?en^:\y|m}^ 

SiS  ?aSs  and  Pri^chhf  rai  mai«'lal3,whl<;J 

1  .!  .  q  r-i  A  ^Y)  of  the  neu  piico  *  iU  ..li-..!.-. 

of^claSse'  oriiy''the‘  influence  of  the 

to  i^he  imoorter  Inflicted  by  the -sysrem  of  slid.ut,  p.iu-^ 
la  usually  aggravated  y  and 

lormalas  ef  the  average  =>“t  o*  «f  _,tior, 


the 


minimisation  of  the  fixed  costs. 


i  -'"»n  nt  xiiP  i  XAt- u  ij*w:..owo  *  -»-*■'  - - 

^  f' -5  Xahprdotely  necessary  to  include  tne  over 
of  the;  pi  iue  xZ  h  ..  . d.,..q„  .a.qw,.t  v,^  cst-r.-: \m  fiDsts,  do D 


lead  expenditures,  whiI'r\lncludeX.dAiiirristrpOtive  costs,  deore 


elation,  and  profit.  _ 
In  the  isfjulng  or 
it  is 


OTvo»r*B  for  coE^.olex  equipment  ana. 

neSsssry  to  conkder  also  the  a hranp  payments 
r.fcu. -dtv  ..•  'r.-  __  ,  +-j.,0  .Latter  the 


apporiunfty  to  protect  himself  against  tha  posaibrllvs  U 

an  incrc^aseiii  pr..ves  lor^mrtCoria~w  ^  Interests 

a-th  thrsld  ng-priS‘hiuse  by  the  establishment  of  de~  ^ 
?i“d  limits  of 'variation,  that  Is,  a  maximum  Ixmrt  he 

^^^cSuhhS^HS^SerSti,?-:  J^Sg’i'lsf 

aBsoclaTToTrrii'St^g'yhto  trade  re lation^^^ 

countries  as  eKpo.uer»^oeal^pr,-rll^  upon  the  solidity  and 

wnose  .ibell.s  o  ,.s  ,  ^  firms,  but  also  on  the  changes 

fr?hh;^archlaroSdltions  thlch  are  in  the  very  nature  o. 

the  edpltaU-ot^ecanomy^  therefore  provide  In  the  con¬ 
tracts  concluded  by  them  posable 

SSrclrtlco°lf‘'?S  ra?rei:rin  «hlfhihi  p^lce^f  the 


commodity  Is  expressed,  but  from  the  risk  of  losses  in 
the  event  of  benlcruptcy,  inability  to  pay,  or  the  lack  of 
good  faith  of  the  foreign  buyer  which  are  private  capital¬ 
ist  enterprises. 

Thus, In  conclusion  of  expjort  transaction's,  Soviet 
foreign  trade  associations  should  stipulate  in  contracts  i 
with  foreign  biiyers  those  financial  conditions  of  accounting 
that  will  protect  them  from  1)  the  risk  of  non-payment  by 
the  buyer  of  the  received  goods,  2)  the  risk  of  non-accep¬ 
tance  by  the  buyer  of  the  sold  ccmmodlty,  or  non -redemption 
of  the  cargo  documents  for  the  shipped  commodity. 

In  addition,  Soviet  foreign  trade  associations  should 
■strive  also  to  provide  the  fastest  possible  returns  from 
the  exported  goods,  and  also  to  minimise  expenditures  connec¬ 
ted  wit'h  given  forms  of  accounting. 

Those  same  basic  forms  of  accounting-  open  account, 
collection  account,  and  letter  of  credit  -  which, are  applied 
In  internationsl  capitalist  trade  are  also  forms  of  cash 
accounting  for  both  export  and  import  operations  of  the  USSR. 

.  Due  to  ItB  inherent  deficiencies  from  the  point  of 
view  of  the  interests  of  exportex-s,  the  open  account  forrii  is 
allowed  In  Soviet  export  trade  only  in  special  cli.'eum3tances . 

Such  special  circumstances  are  the  sale  of  commodities 
otj  consignment,  on  account  with  broker s.,  and  also  in  cases 
in  whei’e  the  importer  is  a  governmental  organization  of  a 


foreign  state. 


,n 


oir 


.on 


with  the 


open  account,  the  collection 

account  is  more  advantageous  to  the  exporter.  .  Under  the' 
ccllsction  form  of  accounting  the  Soviet  exporter  endorses, 
the  delivery  and  insui'ance  docusnents  to  the  ordex'’  of  the 
State  Ba.nk  USSR  and  forwards  them  to  the  State  Bank  for 
collection.  State  Bank  trarisfex’’s  them  to  its  correspondent 
In  the  aporopriate  country  for  collection  of  payment.  The 
correspondent  of  State  Bank  transfers  the  docximents  to  the 
importer,  or  to  a  person  Indicated  by  him  or  to  his  bank 


only  after  pasnnenrs 


for  the  value  of  the '  coirimodlty  indicated 
in  the  documents  is  made.  '  , 

In '  this  form  of  account  the  risk  of  non-paytrient^  f or 
a  commodity  received  by  the  buyer  is  evaded,  but  the  risk 
of  non-accsntance  of  the  commodity  by  the  buyer  or  person 
indicated  I’cmalns.  The  buyer,  as  a  result  of  se.veral  rea¬ 
sons,  (for  example;  A  change  In  rna,rk:et  conditions  causing 
a  decrease  in  the  price  of  the  coinmodity)  may  consider  the 
Durchase  of  the  documents  to  be  disadvantageous  to  himself. 
As  the  commodity  in  such  a  case  has  not  yet  passed,  into _ the 
possession  of  the  buyer,  the  losses  of  the  Soviet  exporter 
are  restricted  only  to  the  expenditures  of  i-’eturn  shipment 
if  it  isn't  possible  to  sell  i 
makret  or  to  losses  in  price  as  a  I’esult  of  th; 
that  commodity  on  the  market  at  a  price  lower  than  that 
of  the  invoice  price. 


t  commodity  on  the  given. 

sale  of 


With  the  aim  of  receiving  compensation  for  losses 
resulting  from  the  non-purchase  of  the  documents  within 
the  time  specified,  foreign  trade  asBoclations  stipulate 
in  treaties  under  the  collection  form  of  account  that  fines 
be  paid  by  the  buyer  for  the  uion-purchase  of  the  invoices 

within  the  time  specified,  ^ 

When  export  goods  are  sold  under  tne  open  account  oi 
collection  form  of  account,  the  means  of  protection  from 
risk  of  non-pajnrfient  for  the  commodity  In  the  first  case  ana 
non-purchase  of  the  invoices  in  the  second  case  may  ee: . 

1)  the  receipt  of  a  deposit  from  the  buyer,  2j  a  bariK  guaran¬ 
tee  for  the  full  and  timely  payment  to  the  buyer  for  the  ^ 
commodity  or  documents,  and  3)  tn  the  sale  of  a^conmoalW_  • 
through  a  broker;  the  receipt  of  a  guarancee  rjr’ 

Tiie  Importer  must  agree  to  sena  a  deposit  ej. 
the  moment,  of"  the  signing  of  the  contract  or, 
before  shipment  by  the  exporter  to  the  iirsc  p^rty  of  the 

sold  commodity.  ,  .f  f o'; ' 

The  advance  Payments  or  deposits  ai’e  uii  ici-,i.u.Ljf  nui, , 

per-centaged  charges' and  do  not  bear  in  teres 

not  exclude  the  possibility,  however,  that 

may  calculate  an  interest  as  part  of  the  price  of  the 

uo,!- -oaf  guarantee  protects  the  exporter  from^the  in- 

di'-ated  risks  only  under  the  condition  that  suif xc...ently  t-H 
oomprehenalve'  ,espo.,slblllty  of  the  bark  _f or  payment  by 
the  imro'-’ter  for  the  documents  within  a  sclpu.^ated.  time- 
periS  t/pronded  as  a  guarantee.  -A  foreign  bank  providing 
^uch  a  type  of  guarantee  should  be  first  rate.  . .  ■ 

with  a  sufficiently  full,  clear  and 
tion  of  the  obligations  of  the  bank,  the  banx  guarautee 

^  ooHe'ctlon  form  of  account  may  be  equai,  f_,y.. 

of  securlrg  the  Irteretts  of  the  exporter 
+-r  »  p-uar5=nte‘=  given  the  exporter  by  the  irrevocable  <,tei 
c?  For  the  importer,  the  bank  guarantee  of  pajatent 

?or  tSrl^oumente  la  a  eheaper  form  of  aooountlng  tnan 
irrevocable  letter  of  credit  because  the  commission  fcr 
the  guarantee  of  the  bank  is  less 

connected  with  initiating  an  irrevocable  leaei  oi  cr^di... 
Tfxne-'ditu'f’es  for  this  comisslon  are  carried,  as  a  rule, 
bv^the  Importer  -  the  buyer  of  the  commodity.^  Tne  collec¬ 
tion  form^of  account  with  the  bank  guarantee  is  encountered 
in  the  sale  of  certain  commodities  and  in  the  pi-actiue 

soviet  «po.rtJr3de.  o^  the  borker  la  a  type  of  guarantee 

p Dolled  only  when  the  given  commodity  Is  sold  uhrough  a 
took-?!  ■  ?n  tMs  case  the  broker  Issues  the  guaranuee  xor 
the  payment  within  a  specified  time,  on  xne  part  o.  t..,e 

buyer.  necessary,  however,  to  take  into  consideration 


IChat  the  guarantee  of  the  broker  has  only  limited  signifi¬ 
cance.  It  provides  only  for  the  payment  by  the  buyer  for 
each  separate  delivered  order  of  the  commodity,  and  not 
for  the  fulfillment  of  the  entire  contract  with  the  broker. 

The  letter  of  credit  form  of  accounting  protects 
.the  Soviet  exporter,  both  from  the, risk  of  non-payment  for 
the  commodity  received  by  the  buyer  and  from  the  risk  of 
non-'purchass  by  'nixi  of  the  shipping  documents.  In  contrast  ^ 
to  the  open  account  eollectiori  forms  of  accounting,  the  Irre¬ 
vocable  letter  of  credit  gives  the  exporter  the  full  gvtaran- 
tee  of  the  receipt  of  payment  for  the  ecimnodlty  the  moment 
the  documents  are  presented  to  the  bank.  Theref ore ,  the 
letter  of  credit  form  of  accounting,  guarantees  the  earliest 
receipt  of  payment  from  the  exporter.  « 

Even  more  preferable  than  the  letter  of  credit  foi’m 
of  accounting  is  the  payment  by  the  buyer  for  the  commodity 
at  the  moment  the  contract  Is  concluded  or  payment  to  the 
exporter  during  shipment  of  the  commodity,  that  is  even 
before  the  buyer  recel-ves  the  commodity.  Vlith  this  form  o... 
accounting,  the  exporter  also  does  not  run  the  risk  of  the 
non-payment  for  the  commodity  or  the  non -purchase  of  the 
shipning  documents  by  the  buyer,  and  the  proceeds  from 
port  are  received  even  before  the  shipment  of  the  eomrttoditxes 
that  is,  earlier  than  with  the  credit  form.  _ 

The  basic  and  most  vridespread  form  of  accounting  in 
export  operations  of  the  USSR  with  the  capitalist  countries 
is,  at  the  present  time,  payment  by  the  irrevocable  letter 
of  credit  initiated  by  the  buyer  or  his  bank  at  the  State 
Bank  USSR  or  in  a  first  rate  foreign  bank.  , 

The  irrevocable  letter  of  credit  should  be  inxtxated 
at  a  certain  time  before  the  shipment  of  the  commodity.  ^ 
Soviet  exporters  should  not  ship  the  eoBimodity  before  re¬ 
ceiving  a  communicatlan  from  the-  bank  that  a  letter  of  cre¬ 
dit  has  been  initiated  in  their  favor  and  agreement  of  the 
exporters  with  Its  conditions. 

Various  dates  for  issuing  letters  of  credit  are  en¬ 
countered  in  Soviet  import  and  bzpcrt  ppaetice:  a)  at^the 
time  of  signing,  or  within  several  days  after  the  signing 
of  the  contract  with  the  exporter  on-  the  purchase  of  the 
comabdlty;  b)  within  a  specified  terra.,  for  example,  .  4p  days, 
before  the  shipment  of  the  commodity  by  the  exporter;  c)  by 
a  specified  date,  for  example,  5"10  days.,  before  the  begin- 
nin«y  of  the  month  of  shipment  of  the  commodity,  depending 
upon  the  value  of  the  commodity  that  is  to  be  shipped 
the  given  month,;  d)  within  several  days,  for  example,  p  days, 
after  receipt  ,  of  a  coHimunication  from  'the  exporter  on  the. 
r^adinesB  of  the  commodity  to  ba  shipped;  siraultan«»  ^ 
eously  with  the  Issuance  of  the  order  by  the  buyer  for  the 

shipmeht'-of  the  commodity,  and  others. 

Soviet  exporters  are  interested  in  the  earliest 


1 


possible  issuance  of  a  letter  of  credit  in  their  favor  in 
order  to  have  sufficient  time  to  prepare  the  goods  for  , 
shipment.  The  date  of  initiation  of  a  letter  oi  credit 
depends  therefore,  on  the  character  of  tne  coiTimodicy,  con¬ 
ditions  of  its  concentration  in  ports,  and  transport 

The  untimely  opening  of  a  letter  of  credit  by  the 
“buver  leads  to  specific  losses  for  the  exporters  becauce 
of  the  necessity  to  store  tVie  vcommodity,  a  slow  turnover  .^n 
funds.'  and  other  expenses.  .Tharefoi’e  in  treaties  wluh 
buyers  Soviet  exporters  should  stipulate  fines  for  late nes.-- 
in  issuing  letters  of  credit  and  the  right  to  refuse  de- 
livery  of  a  commodify  If  this  lateness  exceeos  the  bPo-cl- 

fied  numb^i^oi  should  be  stipulated  in  the 

letter  of  credit  form  of  accounting  is  the  term  of  the ^ 
letter  of  credit.  The  term  of  the  letter  of  create  ■o>hoaiJ 
te  3uffl'cier.txy  long' so  that,  the  exporter 

rhnnn-f>tunttv  to  shl o  all  the  goofls  solo  OH  contract  tiuc  sao 
mit  to  the  bank  for  payment  the  shipping  documents.  The 
?erii.  of  the  letter  of  credit  is  established  dspenaiOE  on 
the  chLacter  and  quantity  of  the  sold  commodity  the  oat® 
of  delivery,  and  the  conditions  of  l*'-'* 

Soviet  exoort  trade  with  capitalist  countries  ..h  1-  „ 

or«edlt'are  used  by  foreign  Buyers  for  ? , , 
75-90  days,  depending  upon  the  commodity  ana  tue  Importci 

country. letters  of  credit  are  always  limited  to  a  definite 
n-m  forrecDond^ng  to  the  invoice  value  Oi  the  comraudd.t,y,  t-he 
cSd??ionf:f  Setlvery,  and  other  expenditures  to^^e  («id  by 
+-v,Q  'io+’-i-fiv.  of  credit.  The J’e fore,  tne  bill  lor  tr.- 
‘Sonld  noi  eLeS  tne  total  of  the  letter  of  oredlt  because 
the "bank  by  which  the  letter  of  credit  was  issueo  may  not 

pay  the  letter  of  credit  takes  Place  _ 

After  th^^^presentatlon  of  the  shipping  documents, 

?r?he  lStter  o^  credit,  . to  the  bank  which  Issued  the  letter 

°’’®S^«lnloum  set  Of  shipping 
payments  are  transported  by  sea  or 

fL^'comoosed'of:  af  the  rnaripe  bill  of  lading_oi-> 

duplicate  of  the  railroad  invoice j  b)  the  insurance  po..xcy 
or  certificate  (always  In  "SIP"  sales 'and  sometxmeD  xr,  _  ■ 

-fob"  sales,  when  the 

t'SB!lJperi.ig'ur!on"the 

irr^f  f^y 

Of  credit,  such  as  shipment  sped  ico.tlon  and  a  quaxi  ^ 


'■  Certificate j  a  consular- .invoice,  the  bill  of  excharige,  and’ 

■  receipt  authorl7.ation . 

■The  banks  paying  against  letters  of  credit  ashere 
.precisely  to  ail  thve  conditions  of  the  letter  of  credit. 
Therefore,  tha  exporter  should  iriake  certain  that  the  cargo 
documents  presented  to  the  bank  should  comprise  a  full 
oomplement  of  documents  as  regards,  copies,  content,  and 
their  compliance  to  the  conditions  indicated  in  the  letter 
of  credit.  Any  possible  deviations  from  these  conditions 
“sho'ald  be  especially  agreed  upon  earlier.  Thus,  for  ex¬ 
ample,  in  contracts  ■with  foreign  buyers  on  the  sale  of  cer¬ 
tain  Soviet  export  eonrfioditles'at  "PCB"  it  is  sometimes 
stipulated  that  tn  the  event  a  ship  chartered  by  the  buyer 
does  not  arrive  on  time  to  a  Soviet  port,  the  exporter  has 
the  right  to  receive  payment  through  the  letter  of  credit 
account  against  the  so-called  formal  invoice.  After  the 
arrival  of  the  ship  and  the  shipment  of  the  commodity,  the 
exporter  Is  obligated  to  transmit  to  the  bank  the  original 
consignment  documonts  in  lieu  of ^ the  formal  invoice. 

In  the  letter  of  credit  form  of  accounting  it  is 
neoessaz’y  to  stipulate  in  the  contract  the  bank  which  will 
issue  the  irrevocable  letter  of  credit  in  favor  of  the  Soviet 
exporter.  The  assurance  of  payment  for  the  commodity,  the 
proriiptnesB  of  rettzrns  from  the  export  transaction  and  con¬ 
sequently,  the  rate  of  turnover  of  the  funds  invested  In 
the  export  operation  depend  upon  this. 

In  Soviet  export  trade  with  capitalist  countries, 
lettei’S  of  credit  ere  initiated  by  foreign  buyers  both  in 
the  State-  Bank  USSR  and  infoi^elgn  banks.  Payraents  on  the 
letters  of  credit  initiated  in. the  State  Bank  are  the  pre¬ 
dominant  form  of  accounting. 

Soviet  exporters  are  guaranteed  to  a  greater  extent 
not  only  of  the  receipt  of  payment,  but  a  faster  receipt  of 
.  export  proceeds,  in  that  they  receive  payment  for  their 
bills  almost  immediately  after  shipping  the  commodity.  Such 
a  type  of  acccunt  aids  in  hastening  the  rate  of  circulation 
of  the  resources  of  the  foreign  trade  associations  (ob”. 
yedlneniye) .  ■  . 

In  situations  where  letters  of  credit  are  Initiated 
In  favor  of  foreign  trade  associations  or  the  State  Bank 
'  USSR  in  foreign  banks,  the  Soviet  exporters  should  insist 
I  that  letters  of  credit  be  initiated  In  a  first  rate  bank.- 
]  It  is  pi’eferable  to  agree  v^ltb  the  buyer  on  the  initiation 
•  of  a  letter  of  credit  In  a  specified  bank.  In  that  case  it 
►  is  stipulated  in  the  contract  that  the  letter  of  credit  will 
^  be  initiated  In  a  particular  bank.  If -it  is  impossible  to 
5  establish  beforehand  a  particular  bank  in  which  the  letter  of 
i  credit  will  be  initiated,  it  is  necessary  to  agree  that  the 
t  lefctpr  of  credit  should  be  initiated  in  a  first  rate  bank 
which  will  be  agreed  upon  in  the  future  by  the  exporter  and 
the  buyer , 


A  first  rate  bank  In  a  given  case  is  understood  to 


be  foreign  banks  which  are  correspondents  of  the  State  Bank 


USSR  or  .’those  which  have  been  approved  by  the  State  Bank  for 
issuing  letters  of  credit.  ^  , 

"when  letters  of  credit  ave  initiated,  in  foreign  bankSj 
the  rate  at  which  receipt  from  proceeds  from  the  experts 

upon  the  conditions  of  payHierit  thi'ougn  the  i€:tCei‘  oi_ 
credit  account. 

Two  varieties  of  Icitters  of  credit  initiated  by  buyers 
in  foreign  banks  are  encountered  in  the  practice  of  account¬ 


ing  for  Soviet  export. 


credii; 
the  In 


pay' 


According,  to  conditions  of  sonse  letters  of 
ment  for  the  commodity,  that  is,  the-  crediting  of 
voice  cost  of  the  goods  against  the  cbiTespondent  account 
of  the  State  Bank  In  a  foreign  bank,  takes  place  only  after 


the  presentation  to' the  bank  In  which  tne  letter  oi  c.r'3d,j,i. 


3s  opened  of  the  appropriate  cargo  documents.  It  is  a  con¬ 
dition  of  other-  letters  of  credit  that  the  foreign  bank 
credits  the  value  of  the  corrmiodity  to  t'nc  aocom-it  the  State 
Bank  immediately  after  receipt  of  a  telegraph  coiamunlcation 
of  the  receipt  from  the  exporter  of  the  cargo  docuraents  f 
transfer  to  this  bank.  In  the  first  case,  proceeds^  .from 
export  are  received  on  the  account,  of  the  State  .Bank  later 


for 


in  the  second  in 


that 


Moscow  by  mail  requires 


transfer  of  the  cargo  documents 
depending  upon  the  distance, 


than 
from 

a  variable  . . .  .. 

The  technique  of  letter  of  credit  operations  in 
Soviet  expOx’t  can  be  exp3.ained  by  the  following  exam.pl 


amount  of  tlrae. 


of 


letter  of  credit  by  a  capital 


the  initiation  of 
in  a  foreign  bank: 

1,  "fne  capitalist  firm  initiates,  in  an  « 


St 


firm 


on 


b.ank  of  its  country,  an  Irrevocable  letter  of  credit 


in 


.favor  of  the  foreign  trade  association  or  State  Bank  USSR., 
for  the  invoice  value  of  the  purchased  goods. 

-  2.  The  foreign  bank  informs  the  State  Bank  USSR  by 


teieeraDb  of  the  issuance  of  the  'letter  of  credit  v^ith  an 
indication  of  its  condition  in  particular,  the  cargo  docu- 
m>^‘nts  against  which  ps-yments  against  the  letter  of  credit 
will  be'n^da.  The  foreign  bank  then  .confirms  this  tele- 


gx'ain  by  sending  the  State  Bank 
Mil  in  which  the  conditions  of 


the 


letter  o: 
payment  are 


'  c.redi 
stated 


,A.fter  recetvin,g  the  telegrarA,  the  State 


with 


tranefers  it  to  the  foreign  trade  association 
quest  to  confirm  the  eonformence  of  its  conditions 
contract . 


■  by 

in  det.ail 
.Bank 
the  re- 
to  the 


4 .  The  foreign 


trade  association  within  a  very  short 


time  confir-ras  Its  agreement 


to  the, conditions  of  the  letter 


of  rr-‘''ilt.  In  the  event  of  disagi-’eament  by  the  association 
with  the  individual  corsditions  of  the  letter  of  credit,  tne 
State  Bank  communicates  this  to  the  foreign  bank  wxuii  a,  re- 
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quest  to  changes  these  conditions.  At  the  same  tin'i©  the 
association  takes  up  this  question  vfith  the  foreign  buyer 
Who  Initiated  the  letter  of  credit. 

5.  .If  the  conditions  cf  the  letter  of  credit  corres- 

_pond  to  the  oDhtract  with  the  buyer;  the  foreign  trade  - 

associations  proceed  to  s, hip  the  commodity- at  the  time  stipu¬ 
lated  in  the  agreement. 

6.  ■  The  State  Bank  uransfers  the  cargo  documents  of 
the  shipped  commodity  for  collection  to  the  foreign  corres¬ 
pondent  bank  In  the  country  whero  the  letter  of  credit  was 
issued . 

7.  The  foreign  correspondent  bank  prese-ntfe  the 

cargo  documents  to  the  bank  in  which  the  letter  of  credit 
was  Initiated  and  credits  the  amount  received  agal.nst  the 
letter  of  credit  in  the  State  Bank  account  with  the  foreign 
bank  correspondent  and  then  Informs  the  State  Bank  by  tele¬ 
graph  or  mail,  depending  upon  the  instructions,  on  the  re-, 
oelpt  of  the  indicated  amount.  ' 

8.  '  Upon  receiving  this  Information,  the  State  Bank 
pays  out  the  appropriate  sum,  in  rubles  to  the  foreign 
trade  association  by  crediting  it  against  the  association's 
account  or,  more  frequently,  applying  it  to  the  liquidation 
of  the  loan  received  earlier  by  the  association  in  the  form 
of  a  special- loan  for  export  operations. 

Prom  the  point  of  vlev?  of  greater  rate  of  receipt  of 
returns  fi'^om  the  export  operations,  it  is  possible  to  es¬ 
tablish  the  following  order- In  the  terms  of  payment;. 

1)  Payment  for-.. "the  coromodl'cy  by  the  buyer  at  theu 
moment-' the  contract  is  cigned  with  t'he  exporter; 

2)  The  payiaent  for  the  commodity  by  tlie  buyer  at  .the 
time  shipment  is  ordered; 

3)  Paym.ent  against  the  letter  of  credit  initiated 

bv  the  W’or  or  by  his  bank' in  the  State  Bank  USSR  in  Moscow;. 

4)  Payiruint  against  the  letter  of  credit  initiated  by 

the  buyer  in-  a  foreign  bank  after  recei'v'ing  a  telegraphic 
advice  from  the  State  .Bank  USSR  on  the  shipment  of  the  commo- 
d-jty  and  recelot  fi'cm'the  exporter'  of  the  cargo  documents; 

B)  PayirLent  agai'nst  the  letter  of  credit  arranged  for 
in  8.  foreign  bank  against  the  cargo  documents  presented  to 

the  bank;  .  ,  . 

6)  .Paym,ent  against  cargo- documents  transferred  to 
the  buyer  by  the  collecting  bank  (the  collection  form  of 

•account) ;  .,1 

7)  Payment  for  the  oomri-.iOdity  by  t.he  buyer  within  a 

certain  time  after  x’ecelving  the  commodity  f.rom  the  exporter 
{ 'bl’i0  s.  cc  c>i,in  'C )  * 

"s)  Payment 'after  the  ari-lval  of  the  commodity  into 
the  country  of  designation  and  qu^.ntltative  and  qualitative 
acceptance  of  it' by  the  buyer,. 

In  the  collection  form  of  account  the  promptness  of 
freeing  the  circulating  capital  of  the  exporter  depends  upon 
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r 


-t-he  extent  of  the  term  during  vihlch  the  buyer  is  obligated 
by  the  contract  to' buy  the  cargo  cloounients  from  the  bahK.  oi 


collection . 
long  after 


In  the  open 


uhece 


’orni  of  account  it  dependes  on  hoi-^ 
the  commodity  has  been  received  by  the  buyer ^ 

-he  pays  for  It  to  the  e'xporter ,  In  most  cases  both  of 
for43’'of  accounting  result  in  slow  payment  for  export  ex- 

penditures .  ^  . 

■  The  most  disadvantageous  accot^nt  for  the  exporter  is 
payment  for  the  goods  by. the  buyer  only _af ter  its^ arrival 
and  acceptance.  Pa^ntent  for  the  comraodlty  only  after 
acceptance  in  the  count'cy  of  designation  raa.k'6  ..v.t  posBiole 
for  the  'buyer  .to  postpone  payment  or  to  miake  a  partial  pay- 
raent  for  the  valup  of  the  commodity.,  on  the  basis  of  various 
and  freqxiently  unjustified  claims  for  non-payment. 

In  the  financial  conditions  of -export  .contracts,^ 
material  sanctions  in  the  event  of  non-fu.ifillment_ox  the 
buyer' ‘ s  obligation  are.  also  usually  provided.  .  t]’''"*,, 

porters  attempt  to  stipulfite  in  the  contracts  the  r^gnt  o-. 

the 


seller  to  receive  compensation  for  losses  up  to  a  speoi 


ser  la 
date  late 


fled  percentage,  (for  example,  10^  ,oi 

unfulfilled  obli.Kation  by  the  buyer y,  ,  The  uniXiif ii^-od 
obligation  on  behalf  of  the  biuyer  will  occur  wnen 

~  iis  to  redeem,  the  cargo  documents  or  pays  for  t,hem  at  a 
than  that  stipulated  by  the  contract  - 
'Besides  exacting  penalties  for  lateness  Oi^tne  Du^er 
arranp-ing  for  a  letter  of  credit,  the  foreign  trace  assoc¬ 
iations  usually  reserve  the  right  for  themselves  of  cancel¬ 
ling  the  contract  either  completely  or  cne  u.nfu*.fijt.ieJ  pa^t 
in  "the  event  of  breach  of  contract  by  the  buyer,  comiiraraca- 
tincr  this  to  the  buyer  and  charging  all  expenses  to  him 
they  are  not  covered  by  the  forfeit  elause  of  the . contract . 
Soviet  exporters  exact'  the  payments  due 


to  them  fi-’om 


the  buyers  and  transfer  their  demands  to  scat-s  E>an.x  Iooa 


take 


place 


f  coiX6:ctinn  * 

The  colleetloh  for  the  cargo  .  documents  can 
both  by  payment  through  the  letter  of  credit  and  cash  ac-- 
counts,  'if  payment  takes  place  through  che  letuer  o.f,  ^  cr^oxt 
arranged  by  the  importer, ^ the  payment  conaitionB  are  indicated 
^  ’!  i  r>  '^“h6  3-8 1 tor  of  crodlt .  j.  a. 

In  sale  ixnder  a  cash  account  payment  takes  place  against 
the  transfer  of  the  cargo  document b  to  the  coU.ectung  loamu 
if  remits  to  distinguish  in  the  cash  and  letter  of  creaxt 
flrmB  Of  account  two  types  of  eolleoting  fP^^^tlons,  depend¬ 
ing  upon  whether  the  payment  takes  place  rn  cash  oi  by  crediu 


exchange 


presented  by 


hv  means  of  acceptance  of  the  bj.ll  o, 

■•-he  "exporter  to  the  importer.  In  the  first  case  t.he  ca^-gj 
document's  are  issued  against  payment  by  the  Importer  of 
foroSih-e  sum  of  money.  In  the  second,  the  •exporter,  simul- 
taneo\^sly'"wlth  the  transfer  of  cargo  do-ciiments,  presents  ,  the 


50 


bill  of  exchange  to  the  Importer  and  the  cargo  dpeuments 
are  issued  to  the  importer  by  the  bankj  not  agaxhSv  imrae- 
diata  payment,  but  against  the  acceptance  of  the  bill  oJ. 
exchange  of  the  exporter  by  the  ipaporter. 

Detailed  instx'uctions  against  which  ana  Tipon  tne 
ditiods  of  which  payment  by  the  buyer  of  the  commodity  snould 
take  place  ar-e  given  to  the  exporter  by  the  collecting  bank 

for  collection  purposes.  ;  - 

In  Soviet  practice  the  collection  task  Is  Issue a  or- 
~dlnarily  to  the  foreign  bank,,  not  by  the  fox'eign  trade 
asBOciation,  but  by  the  State  Bank  USSR  to  whom  the  assoc¬ 
iations  transfer  the  cargo  documents  for  collation . 

Accounting  in  Iteport  Operations ,  Aj.thougn  in  ii’^" 
port  operations  vfith  firms  of  the  capitalist  countrlen  the 
Soviet  foreign  trade  associations  apply  one  same  terms  of 
International  trade  accounting  used  in  export  operations, 
the  conditions  of  these  accounts  do  nop 

to  the  conditions  of  aocounts  in  export  operati-ons.  this 
3s  SplaSed  not  sc  much  by  certain  differences  commo¬ 

dity  structure  of  Soviet  Import  and  export, 
constantly  being  evened  out,  as  by  the 

rded  bv  Soviet  exporters  and  Importers  on  the  treiac  mark*;.! 

w5th  relation  to  their  capitalist  contract  partners. 

With  foreign  trade  associations  have 

firms  and  organiiatlonB  whose  ability  to  pay  depends  or. 
the  contingencies  of  the  capltalxst  economy  as  uheir  buy-..^  . 
But  in  Soviet  import  the  foreign  firms  and  organj,aatlotiS 
have  the  Soviet  foreign  trade  associations  as  thear  buyers, 
which ’’conform  to  the  national  economic  plan  and  whose 
ah'*  lltv  to  pay  and  punctuality  in  the  fuliillment  of 
toaJ^SondiUons  is  beyond  doubt  This 

sutic"* iers  from  the  necessity  to  insist,  on  those  oond.Lt....o  s 
Which  protect*  them  from  the  . 

raent  for  the  commodity  by  the  buyer  or  irorn  the  risk  ox^_ 
non-payment  for  the  commodity  by  the  buyer  or  from  the  risk 
of  non-purchase  of  the  cargo  documents,  (tnat  phe- 

of  credit  and  collection  forms  of  acccunving/ .  “ 

fvei!'lS-pSc?l«,  in  Soviet  Import 
Ire  have,  depending  upon  the  chatiging  oond,..tiono 
colmofiitf  market  and  other  cendittons  been  more  or  less 

prevalent^^  to  World  War  II  the  open  account  and  collection 
ac'^ount  were  the  main  forma  of  accounting 

and  «ohlnes  in  the  oapltallat 

JSilations'^wlth'LifllanrAus^ 

ing'^predoknated.  The  latter  is  explained  by  tne  fa,.!  t 
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that  are  subjected  to  frequent  fluctua- 
cfJus  in  prices^  payment  through  the  letter  of  credit  is 
the  most  extensive  foi^m  of  payment  in  international  trade.  ' 

In  the  agreement  of  the  USSR  v^ith  Great  Britain  in 
1936  in  which  the  Soviet  Union  was  extended  financial  cre¬ 
dit  to  the  amount  of  ten  million  pounds  sterling,,  payments 
for  commodities  bought  on  the  basis  of  this  agreement  could 
take  place  by  Soviet  import  associations  by  one  of  the  follow¬ 
ing  three  methods:  1)  in  cash  in  London  after  the  pre¬ 
sentation  to  the  supplier  of  shipping  documents  and  "bills j 
2)  viithin  a  period  of  thirty  days  after  the  dispatch  of 
these  documents  and  bills  by  one  of  the  British  banks  to 
the  State  Bank"  USSR  for  collection j  3)  within  a  period  of 
thirty  days  after  the  dispatch  of  the  documents 


British 
tlons . 


suppliers  directly  to  the  Soviet  Import 


period 
by  the 
asEocia- 


During  the  first  years  after  v/oi'ld  V/ar  II  as  a  re¬ 
sult  of  the  change  Iff  the  market  conditions  In  favor, of  the 
suppliers  (a  seller's  marker),  the  letter  of  credit  form 
of  accounting  for  orders  of  industrial  equipment  received 
widsspx’ead  application.  However,  at  the  present  time, 
separate  transactions  with  the  open  account  and  collection 
account  ai’e  receiving  wide  application  in  certain  capitalist 
countries. 


Soviet  foreign  trade  associations  should  attempt  to 
provide  in  treaties  with  suppliers  in  import  operations 
those  conditions  of  accounting  which  will  guarantee  a 
punctual  fulfillment  of  obligations  on  the'  delivery  of  the 
commodity  by  a  foreign  s’ipplier,  that  would  commit  Soviet 
funds  to  a  lesser  degree  and  remove  extention  of  unsound 
credit  to  foreign  suppliers.  / 

Prom  this  point  of  vie-w,  the  open  account  and  the 
collection  account  are  the  most  advantageous  form  of  ac¬ 
counting  in  import  operations. 

In  this  form  of  accounting  Soviet  currency  resources 
are  not  immobilized  before  the  appropriate  cormuodlties  are 
received  by  the  -buyers.  Besides  this,  the  date  of  payment 
usually  established  in  this  form  is  for  a  specified  quan¬ 
tity  of  days  (30  days)  after  the  dispatch  to  the  supplier 
of  the  commodity  documents  or  transfer  of  them  for  collec¬ 
tion  which  gives  the  Soviet  'importer  sufficient  time  for 
ve-rification .  Within  this  time  the  arrival  of  the  same 
commodity  occurs  as  a  rixle  and  makes  it  possible  to  verify 
its  quality  before  payment.  In  these  situations,  payment 
takes  place,  in  fact,  after  the  arrival  of  the  appropriate 
commodity  into  the  USSR.  Due  to  such -a  date  of  paymevit, 
the  foreign  trade  associationis  do  not  need  to  receive  loans 
from  the  State  Bank  for  an  account  with  the  supplier.- 

These  advantages  do  not  exist  in  the  letter  of  credit 
form  of  accounting.  The  payment  for  the  imported'  commodity 
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with  a  letter  of  credit  arranged  by  the  foreign  trade  assoc¬ 
iation  in  favor  of  the  forej.gn  supplier  Involves,  first  of 
all,  supplementary  expendlttires  In  ,  the  form  of  a  commission 
to  the  bank  correspondent.  Tno  expenditures  fdr  the  letter 
of  credit  are  borne  by  the  buyer,  as  a  rule.  In  tha  letter 
of  credit  form  of  accounting  the  foreign  trade  aBsoclRtionS' 
need  to  utilise  a  loan  from  the'  State  Bank  U'SSR  for  the 
issuance  of  a  letter  of  credit,  and  thus  pay  a  rate  of  ,  . 


intei'est  for  Ifc,  ' 

In  addition  with  this  form  of  accounting,  certain 
Immobilization  of  cirrrency  resources  of  the  USSR  almost_ 
always  takes  place.  It  Is  occasionally  necessary  for  the 
State  Bank 'to  transfer  the  letter  of  credit  Issued  to  a  ■ 
foreign  bank  evermbefoi’e  the  cargo  documents  are  presented 
to  the  buyer  for  payment.  This  irsoans  that  the  State  Bank 
extends  ox-edit  to  a  foreign  bank  wlthcut  receiving  interest. 

Letters  of  credit  Biay  be  arranged  by  foreign  trade 
associations  at  the  State  Bank  or  in  a  foreign  bank  after 
an  agreement  with  the  foreign  supplier  has  been  made.  How¬ 
ever",  io  px-actlce,  the  letters  of  cx-edit  opened  in  the 
State  iBank  are  almost  never  encountered.  The  letters  of  : 
credit  are  usually  arranged  by  foreign  trade  aseoctations  ■ 
through  the  State  Bank  in, a  bank  of  the  exporter’s  country, 
or  of" a  third  country.  In  this,  the  appropriate  foreign 
bank  .collects  a  supplemsntax'y  com.mlsslon  for  confirming 
the  letter  of  credit;  to  the  supplier. 

The  letter-  of  credit  may  be  opened  by  mail  or  by 
te legra ph .  All  expenditure s  conne c te d  wl th  the i s auanee  ’ 
of  a  letter  of  credit,  including  the  payment^ of  the  confirma¬ 
tion  cotmixission  to  the  foreign  bank,  is  usually  carried,  as 
indicated  above,  by  the  importer,  the  buyer  of  tpe  commodity. 
However,  cases  are  encountered  in  vjhlch,  on  the  basis  of  a 
SDeeial  agreerrient  'between  the  parties  in  the  transaotioriB,  _ 
expenditures  for  the  letter  of  credit  commissions  are  ,  , 
covered  either  completely  or  partially  by  the  supplier. 

The  bank  in ''which  the  letter  of  credit  should  be  , 


arranged  is  agreed  upon  ordlnai’ily  by  the  supplier  and 
buyer  o.f  the  coirimodity.  The  issuance  of  the  letter  of  ere 
dit  in  a  foreign  bank  that  is  not  a  correspondent  of  the 
State  Bfink  la  always  Involved  with  supplementary  expendi¬ 
tures  which  fall  ultlniate-ly  on  the  foreign  ti'^afie  assocla- 
I  tion  for  which  the  State  Bank  iss'ues  the  letter  of  credit. 


Letters  of  credit  for  scoounting 


transactions 


taking  place  through  clearing  agreements  on  commodity  and 
payment  exchange  between  states  concluded  by  the  USSR  with 
the  appropriate  countries  is  almost  always  arranged  fox*  In 
the  banks  of  the  exporter’s  country.  'They  are  ari’anged 
most  frequently  i'n  the  cent 'ral  banks  of  these  countries.; 

Ascertain  immobilization  of  currency  resources  of 
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the  USSR  in  letter  of  credit  operatlons^as  well  as  the  cur- 
renr-v  expenditures  on  the  arraneeman cs  ior  ® 

5“!  upon  the  nature  of  the  letter  of  oi-ealt  ano 

Its  letters  of  predlt  do  not  5-"y°lye. 

for  transferring  the  payment  to  the  ^trergn  hank  P- 

sentlng  the  cargo  documents  for  Payment  in  irretoeahl- 

letters  of  credit  fox'^elgn  banks  aemana  the  titinwi.er  Oi, 


irents  the  moment  the  lettei’  of  c 
■commodity  is  ready  for  delivery, 
vocable^  but  confii’med  letters  of 
banks  demand  fu3 

The  necessity 


adit  is  issued,  or  the 


rail  payment  of  credit  befo 


In  opening  not  only  Irre- 
credit,  as  well,  foreign 

e  its  confirmation. 

letter 


of  transferring  payments  on  the 


of  credit  to  a  foreign  bank  by  the  State  Bank 

crediting’  of  a  foreign  Dank)  means  Lhai.  uhei  , 

is  SSMiisSlon‘cyscvlet  =-fenoy  resourcas  somaflmes 

•Pnr  a  lonp-  period  before  the  commodicS;'  is  rece-A^fcd  in 
USSR.  PartAcularlv  undesirable  is  so-callea  long-tena 

letters  of 
months 
Bank  fox 


Y  unciesiraoxe  i»  so-caiioo  xong-tersii 
credit  with  terms  of  6-9,  and  sometimes  more, 
as  this.  If  interests  axe  paxo  by 
current  accounts  in  foi^eign  banks,  the  transfer 


Besid 


from  itese’accounts  of  payments  to  the 
lettex’  of  creedit  has  been  arrangeo  means  losses  of 

'  The  imaioblXizatlon  of  the  currency  resources  ox  ILx 


State  Bank  occur 


In 


fact,  also  in  those  cases  in  which 


the 


Of  credit,  Is  not 


SUffll 


In  his  current 


moment  the  letter  of  Credit  -ssued. 

Bank,  having  obiigacions  on  tne  i,.t,..-r 
able  to  freely  manipulate  the  re^evan.. 

aC..v,un  c3 oser  the  date  for  issuing  the  letter  of  dx© 

rtit  to"tbe  shn^ment  of  the  commodity  and  the  presen^a- 
fion^'of  the  larmo  documents  by  the  seller  for-  pa^mienc,  the 
less  ?ime?he  immobility  of  the  currency  resources  ol  the 
Bank  exists 


State 


of  cargo  aocumenta  for  «hloh  paymjoto  o=c;ar 


■  oredirandYSieotlon  form  of  accounting 

‘k  kh  of  thi  import  of  the  oomnodlty  and 

the^knStions’of  Itftranaport .  Thus,  in  the  piirchaBes 

eouipment,  it  is  usually  requesttija  i-hau^  the 

packing^lidtl  specifications,  the  ca-go  checker^E^aumor  - 

"ation  for  shioment,  confirmations,  ^hcit  ai,.L  tne  Oyn.i^^ 

raaterials  (blueprints, .  etc .),  ha vp  been  olspa toned  ea^  .. 

supnli^^r  does  not  require  ordiuar-Liy ,  lA  >f» 

rypiSl'Siof  cargo  that  Incluae  the  bill  of 

lakng  or  duollcates  of  the  ^salway  bilx  ox  iading,_:L.^ 

1  nr-  t-he  certificate  for  cieliver;y  oIB  ,  ^na 

^■he  invoicey^^in  countries  in  which  a  system 

of  export  and  Import  exists  through  licensing,  a  cer  x.  -i 
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sxport  permit;  is  added  to  the  documents  onumera- 
■  certain  cormriodltles.,  as,  for  axamole.  ships, 

cactle,.  the, acceptance  certlfxcafc  is  to  be  incl.uded  in  the 
cargo  documents.  '  '  , 

The'  payment  for  certain  import  coramodlties  In  which 
the  quality  is  stluplated  in  the  coritraot  can  be  vei->l,fied 
only  after  receipt  or  analysis  (for  exanjple,  the  eoncen- 
i,rates^of  non-ferrous  metals,'  etc.).:  The  p.a;yment  for  the 
commodity  by  the  bi.jyer  takes  place  in  two  installments: 

_^the  large  part  of  the  value  of  the  comiaodlty  (80-90^)  is 
paid  after  the  presentation  of  the  bill,;  the  remaining 
part,  after  the  final  hill  and  form,  the  completion  of 
agreed  analysis,  confirming  the  -estatalished  quality  of  the 
px'oduct  (for  example,  the  content  of  metal  in  ore,  etc.). 

Such  a  form  of  accounting  pji'otecta  the  buyer  from  losses  ' 
in  the  event  of  a  product  quality  Inferior  to  that  agreed 
upon  in  the  contract  this  releases  him  from  the  necessity 
of  presenting  the  consequent  claims. 

In  arranging  for  letters  of  credit  for  the  payment  ' 
of  certain  raw  materials  (non-fei'-rous  metals,  etc,),  foi’ 
which  the  prices  are  subject  to  frequent  fluctuations,  it 
is  expedient  to  Soviet  importers  to  demand  from  foreign 
suppliers  that  are  amall  and  .secondary  the  presentation  of 
special  bank  guarantees  for  the  fulfillment  of  the  latter's 
dellvereis.  The  content  of  such  a  guarantee  which  is  called 
the  '•Quai’antee  bond"  , is  the  obljgation  of  the  .hank  to  pay 
the  buyer  a  stipulated  sum  in  the  event  of  non-delivery of 
the  commodity  sold  by  contract  and  non-utillaatlon  by  the 
supplier  of  the  letter  of  credit  ls3\:ed  In  his  favor,  which 
represents,  the  compensation  for  losses  resulting  from,  the 
freezing  of  .the  funds  of  the  buyei'’  .orj  the  ir,revocable  latter 
of  credit  f or  a,  m,ore  or  less  extended  time.  The  extent 
of  these  losses  is  established  earlier,  usuaily  in  terms  of 
a  defined  percentage  of  the  quantity  of  the  letter  of  credit. 

For  orders  of  certain  types  of  equipment  it  is  neces¬ 
sary  in  certain  ca.ses  for  Soviet  iraperters  to  themselves 
extend,  credit  to  the  extent  that  the  equipment  is  ready  for 
delivery  to  foreign  suppliers,  in  the  form  of  advance  pay-  ' 
tiients  or  payments  for  ordered  equipment., 

in  Soviet  foreign  trade,  'advance  payments  to  foreign 
suppliers  take  place  relatively  rarely  and  ohen  only  for  . 
orders  of  expe'nsive  and  complex  industrial  equipment,  whose 
process  of  production  requires  an  extended  amount  of  time . 

As  a  general  rule,  oi*dei’s  fo?r  industrial  equipment  and  other 
oommodlties  are  arranged  wi'thout  advance  p)aym,ents.  Foreign 
suppliers  need  not  receive  advances  in  order  to  protect 
thems-ieves  from  the  risk  of  non-acceptance  of  the  commodity 
by  the  buyer  iii  that  their  client  is  the  State,  foreign 
trade  association  of  the  ,USS.R  whose  .ability  and  punctuality 
in -the  fulfillment  of  assumed  obligations  is  beyond  doubt. 
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Advanca  par^ents  aade  by  Soviet 
fo-^.  order’s  of  intricate  and  e3£pens:ive  xnan.st  i^a^enU-t-P 

S''t"v-tth  ar’ extended  period  of  maniifsoture  repres.;b.  rsvt 
deri.itS!- but  ?o?as  of  financing  for  the  process ^cr'  produc 
aepo,..xi=  ,  extention  of  credit  to  the  suppixer) . 

in ’those  elrcusiatances  .In' vfhich  Jj’pg 

for  certain  orders  of  Industrial  equipment,  xtl.>  n.^es 
S?v  tS  provide  for  the  folXoalng  In  the  oor, tract  »l'-h 
sippihr?  1)  the  form  of  the  advance  payment;  *“f 
S^^^nraivanh  payment;  3)  “rite _ payment,  4)  the 

^wping^emPxrtB  for  liquidation  oi  events^  b)  -PnT 

SatJtS  for  the  riturn  of  the  advance  in  case  of  noB-fu.™ 
filiment^'of  the  contract  by  the  supplier 5  6)  ^ne  ead.cud.a- 
tlon  of  interest  on  the '  rofunded,  and 

Advance  payments  may  be  ^ 

v-at-xihal  forms.  The  natural,  advance  pciyffi.cn uu 
th?  p^isentSuon  to  the  supplier  by  the 

tvperof  rav.'  materials  necessary  in  the^process  of  pxocu. 

''"%SfeSeift®of"t??^fdiaice;paFS 

iie . thl  stlpllatld^  shipment" 
of  the  industrial  equipment).  In  the  practice  S^t^taates" 
tional  trade  the  amount  o.f  the  t''e*'"natrre 

between  10  to  3^  of  the  order,  ^^P°J„ttur«  and 

of  the  conumodlty,  its  value,  the  time  of  wmufautur.,.,  ana 

OHI03’’’’  COnd...L  cl  013  «.  »  .V*,  ^  V  >»-r'  4-  hc  i  w 

The  advance  payaients  received  by  oappi--r^  u- 
-.1  .  "t  •?  «iT?  bv  auDDl  vlng  the  ordei’scl  comiaoulty  eind 

UBuaixj  liquidated,  „„  na\’^fi'»nt  from  the  xmlue 

deducting  tne  amount,  of  ...he.  . nn  ;  xf,  the  ship- 

of  the  supplied  comstiodity  on  che  fina..  ^  Install-” 

:;nt  Of  till  ordered  comodity  "r  ^he 

raent.3,  the  advance  payment  is  |iquxaa.^^a  ocmmodlty, 

supply  tfiouia  not  f 

--t  Xn  the  evant^of  non-fulfxUgnt^^or^anPulm. 

contract  ^  ^jjlection  for  the  refund  of  the  advance 

suitaoXe  form  of  pro.ec.io^  presentation  to  the  bityer 

paym-eni.  by  tht.  foreign  bank.  In  this 

of  s  guarantee  ot  ax. supplier  Is  ob- 
g-uarantee  ^tie  -...o-.-al -  advance  payraent  re~ 

(So/-?uSin«nt%?  tie  coflltlcns  of  the  contract. 
alluJinrof  the  contract  rss.Xtln|  from  delay  ^ 

at!S”he“sSSfloal5:yyiPulf«^,: 

bank  for  the  guarantee  fail  on  thv-  sapp-  - 


The  advance  payments  remitted  to  the  supplier  may 
hear  Interest  or  be  non-interest.  In  orders  for  large  andi 
intricate  industrial  equipment  requiring  an  extended  pei'lod 
of  manufacture  the  supplier  usually  calculates  the  percentage 
of  interest  on  hank  loans  needed  because  of  an  insufficient 
turnover  fund  on  the  buyer's  account.  If  the  supplier _^re- 
ceives  an  advance  payment  for  the  order.  It  frees  him  from 
the  necessity  of  obtaining  cx-edit  from  his  bank  and  paying 
interest  for  that  credit.  Therefore,  if  interes  Is  not  ^ 
charged  for  the  payment  the  buyer  is  Justified  in  demandj.ng  _ 
.from  the  suopXier  that  he  decrease  the  price  of  the  commo¬ 
dity  supplied  for  the  amount  of  the  interest  on  the  advance 
payment'.  Regardless"  of  vshether  the  advance  payment  is  in¬ 
terest  free  or  bears  interest,  interest  should  be  charged 
on  the  refunded  advance  payments  if  the  commodity  is  not 
supplied  or  the  contract  is  annuled.  The  amount  of  the  in¬ 
terest  on  the  advance  payment  in  the  event  of  its  x^efund 
should  be  provided  f6r  earlier  in  the  contract  with  the 


supplier.  \  ... 

Another  form  of  financing  the  process  of  proQuction 
by  the  buyer,  analagous  to  the  advance  payment,  is  the  pay¬ 
ment  to  the  indicated  supplier  of  the  industrial  equipment 
for  each  manufactured  portion  of  the  equ.lpment. 

Such  a  form  of  payment  is  applied  relatively  rarely, 
mainly  in  orders  for  intricate  and  expensive  types  of"equip- 
ment  requiring  an  extended  period  for  manufacture,  as,  for^ 
example,"  hydro-electric  stations,  ships,  etc.  Payment  by  the 
buyer  for  such  a  type  of  order  occurs  in  terms  of  full ill- 
ment  by  the  supplier  by  means  of  the  partial  payment,  or 
the  state  of  completion  of  the  order..  The  amount  of  the  , 
partial  payment  is  established  ixx  the  form  of  a  specif lec 
percent  of* the  total  value  of  the  order.  , 

It  is  possible  to  present  the  conditions  of  payment 
for  orders  of  ships  applied  by  certain  ship  building  firms 
of  the  capitalist  countries  in  195B,  as  an  example:  1)  15^ 
of  the  value  of  a  ship  is  paid  within  six  months  after 
signing  the  contract!  2)  15^  after  laying  the  keel!  3)  15f6 
after  testing  the  hull  of  the  ship  for  water  tightness;  ^ 

4)  15^  after  installing  the  main  engine  and  the  gross  ^ 
markers;  5)  15^  after  mooring  tests;  and  6)  25^  a:rter  the 
complete  readiness  of  the  ship  and  release  to  the  buyer. 

T‘ne  first  'payment  represents  an  advance  payment  ana 
the  four  Intermediate  payments  are  payments  for  expenses  : 
of  the  supplier  for  the  separate  stages  in,  the  processes 
of  production,  and  the  last  payment  Is  the  payment  of  ex- 
penses  for  the  completed  stage.  . 

The  advance  payment  and  the  intermediate  payments 
occur  after  the  presentation  by  the  supplier  to  the  buyer 
of -:a  guarantee  to  refund  the  appropriate  sum  in  the  event 
of  non-delivery  within  the  specified  term  or  the  annalment 


the  eontract  before  delivery.  As  indicated  above,  the  . 
forir  of  the  puarartee  that  proteotB  the  Interest  of  cne 
buyers  the  most  is  a  sufficiently  complete  and  all  enoom-- 
■passine:  guarantee  of  a  first  rate  bank.  Interm.ecits.te  pay¬ 
ments  aa-*e  those  that  take  place  not  only  agaxnst 
guarantees,  but  against  the  certification  of  an^ inspector  ■ 
S  repr'esentatlve'  of  the  buyer  in  the  appi"oprx.a  u? .  s 

preparation  of  the  give.  Ob tt.e  irterr.-,edlate  payment! 

are  nct'chiged  intereh'.  the  buyer  care  Jaatlf lab  y  jmand  „ 
-from  the  supplier  a  discourrc  in  me  pi'ice  oi  tn.„ 
eouipment  corresponding  to  the  amount^  tu 
inasmuch  as  the  supplier 
Regardless,  in  t^:  contract  v,d,th  c.ne 

oarv  to  stlDulate  the  r>aymerit  oi  xnteresL.  iu  ta-  ^''''2'’' 

of  tne  advance  paytient  and  a  i^artlal  payment  .in 
the  non-fulfillment  of  Sifpply  and 
hiont'^act.  The  absence  of  such,  a  cona.t.tion 

snnnlier  is  obtaining  interest  free  credit, 
th.  for  Srders  o.f  intricate  equipment;  ana 

P'prhines  in  which  the  exact  compliance  of  the  technical 
Epe^2i;^'lcations  to  the  conditions  of 

e'-.tsblished  onlv  after  a  p.eriod  of  use,  the  oayei u 

Eomatimes  require  from  the'  suppliers  the  preaencs,  exOn  c 
special  guarantee  of  the  quality  of  the  equipment  de.Uer.u. 
With  this  as  an  aim  of  certain  agreements,  a 

^>oviomert  is  natd.  not  in  full  upon  de.i.ivai.>',  bUv  oui,, 
.':;rL  Oe  of  its  value.  The  remaining  l!o~10^>  remains  aa 

?p--aa4r;2-'"ln  t^c  evef^t  of  ^on-fulfillment,  of  the  contract 
g.‘^it.er-^s“the  stiDulated  auality  of  the  equipment;  anu  is  ^ 
n-irtr  the  suoSller  within  30  days  after  the  expiration  p.,. 
the  ^uaranteed‘ period  stipulated  in  the 

quality  of  the  eqi’lpment  corresponds  to  the  condxao.n.,  01 

the  retention  by  the  supplier  of  this  guar-an- 

i-pp.a  -'mount  .'the  preservation  o.f  the  quality.  ol 
ment  suppIied'^  may  be  provided  also  by  the  pre-sentetion  uf 
ft  "(yuarantsp  of  a  first  rate  bank  which  requ.s,re3  a  sp-ocxal  . 
Sep^slf  by  the  ^ippUer  with  the  bank,  and  other  forms 

as  fox-,  orders  of  equipment,  machinss,  and 

certain  "other  commodities,  Including^^ of 
and  raw  materials,  specified  material  Benct....cnB^  xn  ,h 

rtftT  i  n  -■^uDPlying  the  commodity  within  tne  pe.r.!.od  atj.pu-  ^ 

lated\n'  the  contract  era' usually  provided  ftr.^ 
p^nS-tes  are  established,  of  a 

Saiuo  of  the  equipment  or  quantity  oz  .prooucts  net 

th*  etlnulated  period  and  are  levied  lor  eaca  w-^t.-  of 

sometinieB  wxth  a  progi  j"'  ^v‘  on  the 

^  Thus,  for  example,  in  an  agreemenc  v-ilth  Germany  un  tn-. 


«  ■ 


generafx^ondltlons^-of^sx^pply^ij  SSi^weS  S.f^delay 


week  o 
period 
week  o" 


delay  io 
of  the  first 
delay .  How 


SSr  LoKB  'aoO  £?L!fnore«Sa^g”of“ihr™iue  oFtne 

ever,  the'  penalty  snoula  not  cxccuo  j-p/o 

order  contracts  there  are  proyl- 

Blons  «S=S  require  payment  hy  the  “PP'f 

case  Of  d?l-ay  ihaellyery  beyond  a  fix.d^.c  and  ,..n. 


give 


?£ehi;14rrtghttramSl  tte  contract  and  to  de 

iand  f'Um  the  foreign  supplier  IndemnltloB  for  tne  loss  he 

financial  terms  of  accounts  with  iore..gn  ixrm.,  ,  y  . 


an 


suopliers 
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PAYMEHT  BE^PMEEM  TM  mSt  M  EOREia^^  STATES 

Th0  Ceus?J ^  Wlxl  &h__BgcgXj;ht  ' Afeou t . ;, i~~ 


Beslo  Kinds  of  Paymnt  Aggeejaetitj 


International  currency 
under  conditions  of  the  present 

accounts  between  the  real  and  legai  person^  of  tne  v«...lo.* 

“■“"'■^Sterferar.oe  by  the  states  In  eoothgo  life 

in  the  interests  of  their  monopolies^ 

the  snhere  of  foreign  currency  relations^  by 

limited' operations  in  foreign  ourrenedeSy 

on  its  distribution,  and  ^dher  maasirres,  has  br^nt 
about  the  neoessdty  of  concluding  ^dwen  to-. 

governffiental  paysient  agreeir^ncs ,  *.?;,;  fc^LtS  of 

4«  nn  the  one  hand,  to  remove  the  negative  oi 

thn  “measures  for  ourrency''re3trictione-  in  foreign  trade  ano, 

,v,  ■i-v,®  rtf-ViA**  his’-’d  nrotect  the  Interests  of  domes v-^c  expornera 
and  creditors  from  damages  caused  by  currency  restrictions . 

Af-?i%irrtte  with  the  aid  of  psymeat  agpeaenta.,  tae_ 
BLtetilaE  of  international  aecounta  18  used  by 

conntrlea  for  p«rpo8«cf  a*rug|le  fo,  . 

dispose  of  their  g-..:>oaB  mo.  xoi  ^  VurrencY 

Inter  •"governmental  payment  agreemani^s*  *-hrre-f*ore 

S^riftior.8  Khloh  brought  then  stout  «pre8en..^hef„re, 
one  of  the  manifestations  of  govei-nmental.,  monopoiis-,ic 

cap-tallsm^^^^^^  restrictions,  as  a  oharacterlstic  system 

S^rn;utSar'o«r.trS?L’’«IL°SLS/^^^ 

rnvv&nt'v  restrictions  appeared  again-  da.t.  un^^une  woxxu 
^  i  » ■(»  "t noo  1  o"‘V  as  ft  Mosns  of  reguistxng  th-i*  bal ■ 

:^stf%s»ltfLftrp?je=ti»8g.i«st_^~ 

i2:;t?pd”h!rirf£oobo^^^^^^ 

Slis!  »S‘'S  thfraplty^of'  «•«  s°u»  ■ 

The  richer  capitalist  p-ouna'ies, 

■S^?i;e'’®r®e2t“rt£So!  FraLe.  Belgium,  the  Hetberlands^ 


So 


Swe  ,  Cawa  da , 


’m  t&  mTl&  to  II  to  #reetj»'?e  tha  freedom  d 
tiOTis  and  the  cdiive-rtieillty  df  theif  d‘arr^n<stas  in 
"trade  - trp 


and  certain  ctfeors,  centinued  1 

©pera- 
foreign- 


Lnsaotlons . 


■told  Wtr'-'II;.  whleb  brcm 
ing  and  deepening  of'  the  genera 


ht  abdiit  the  farther  sharpen™ 
crisis  of  cEpl.'fc^llB's^  rssultfid 


spread  ®f  ota^rancy  restrictions  in  the 


in  BXi  almost  iirilversal 

«jap-,ta  Gut'Tency  restriotions  in  foreign  trade  lr4,»,-rodueeJl 

™4urlng  World  War-  II,  in  Great  France, |- 

K#**tb.er lands,  Sweden,  and  other  codritries,  as  isell  as 
oirrency  restrictions  estsbliehea  earlier  10  srae  oaplt.llst 

•L^o'iintrleB  during  the  economic  crisis  ot  i9^9:"-*i-933^, 
in  fSce  in  these  eowntrles,  with  few  cMngea^  even  after,  the 

war,  up  to  the  end  of 


At  the  end  of  IkJCeinber  1958,  Great  Britain 


West  European  countries  -•-  except  leeianc. 


and  other 
Greece,  and 
for 


Spain 

Turkey^  Intx'^oduced  coBTertlfeility  of  tteix" 
current  transactions  In  aecouKts  with  foreign 
Sereons.  In  connection  with  this,  the^ territorial  SPhere  of 
oarrency  restrictions  has  shmnk  and,  for  ^  I- 

tooea  Ct  present,  only  the  econoa5.celly  pderdevel0ped  capita™ 
list  countries  on  various  eontinentt  .  It  is 
evef  ,  to  keep  In  mind  that  the  it^•crod^lctj.o^  o^'  ®^hvei:  clMlitj 
of ’cu*'renciea,  in  the  countries  mentioned  was  caused  not  tey  a 
■basic  itoo’rement  in  their  ecenoailc  and  ^  currency  situ^a.on^, 
but  bv  a  mttuatian  which,  due  to  eeonomxc  „ 

only  Of  e.  teraporary  nature  I  Therefore,  the  convex’txbil..-w/  o.* 
West  European  currenelec. should  not  be  regarded  as  BU,.i.l,eiently 

■  iSter^governBientsI  payiaent  agreament-s  ^ 

eluded  between  capitalist  eomrstrles  by  the  end  of 
a  duarter  of  a  oentury  ago.  .Along  with  the 

numbsr  of  coxxn tries  introducing  currency  _^.. 

^-usaber  of  countries  which  concluded  Inte.r-govercmenial  p^ent 
agto?«©nts  with  one  another  also  rose.  The  sjaln  goal  Oa  these 
alreements  was  to  itisintaln  e4ullihjlh®  Ik 

»Wts  with  narticular ■  countries  and  to  avoid  €*n  atu^voratle 
.bni-p  roe '"which  would' lead  to,  the  expenditure  of  gold  and 
cur^enev  resources,.  The'  “dollar  hunger  (dollar  shortage, 
-caused  by  the  WS  in  Eastern  Europe  and  in  other  „ 

■fcT>ced  those  countries  -to  touilct  their  foreign-trade  relation 
L"the  basis  of  ecpuallty  of  'value  ^  in 
them  and  the  .adoption  of  the  clearing  Miethod 

counts.  Ih  .addition  to  being  used  ®|  ® 

'M-rtHer  hunber.“  the  clearing  method  wa.s-used  bjf  inaj.yiauai 

capitalist  couh tries  as  a  jBeans  of  defense  against  econoBilc 

pgsress^o  ^OTlet  felon  h8«  to  coaeXade  inter-govarniwntrtj 
p’ssment^srecMnts  es  far  back  as  1932  m  oraor  to  ensTire  -I 


the  use  of  the  receipts  .feom  03SR  exports  ir  those 


countriei^ 


with  currency  restrictions.  ■ 

The  international  accounts  of  the  USSR  in  connection 
with  foreign  trade  were  carried  on  until  the  world  economic 
crisis  of  1929-1933,  mainly  in  corivertlbl.e  foreign  c'arrencies. 
In  the  B5a1ority  of  the  capitalist  countries,  the  currencies 
at  that  time  wei’e  relatiwly  stable  gold  currencies,  cGiwer- 
tlbXe  into  other  foreign  currencies.  Because  of  this,  the 
Payments  for  exports  received  in  one  country  or  another  in 
jits  local  currency  could  alwasy  he  converted  into  some  other 
foreign  currency  and  used  as  payment  for  goods  and  for  other 
expenses  in  any  other  country.  .  4 

Tills  situation  changed  during  the  world  econoEiic  crises 
of  1929-1933,  when  currency  restrictions  were  introduced  in 
many  capitalist  countries.  As  a  result  oi  the  introduction 
of  currency  resti'ietions,  the  conversion  of  the  locs.1  currency 
of  these  countries  into  the  currencies  of  other  countries, 
w'''3oh  wan  necessary  t©  the  Soviet  Union,  became  impossible 
or  extremely  difficult.  Payments  for  USSR  exports  received  • 
In  the  countries  with  currency  resteietions  could  not  be  used 
for  purchases  of  goods  and  for  payments  in  third  countries. 

If  the  export  payments  of  the  USSR  were  not  imiaediately  spent 
for  the  purchase  of  goods  or  for  other  payments  in  the  given 
country,  they  were  in  danger  of  being  frozen  In  accounts  in 
the  banks  of  these  countries.  In  practice,  it  would  have 
meant  compulsory  credit  ,for  these  countries  on  the  part  of 


the  Soviet  Union, 

Due  to  its  monopoly  over  its  foreign  trade  and  the 
planning  of  its  foreign  accounts,  the  US.SE  was  able  to  remove, 
thin  certain  limits,  the  negative  results  of  the  currency 
restrictioris,  directing  its  trade  relations  with  epuntries 
having  cux’rency  restrictions  In  such  a  way  that  receipts 
for  exhorts  should  not  exceed  the  amount  of  currency  neces¬ 
sary  for  payments  for  USSR  Imports  from  or  other  expenses 
in  those  countries.  However,  In  certain  countries  having 
currency  restrictions,  obstac3.€?s  were  created  tc  the  free  use 
of  the  currency  receipts  for  exports,  even  for  payments  within 
those  countries.  In  such  cases,  the  government  of  the  UnSR 
found  it  necessar?/  to  adopt  measures  necessary  to  prevent  a 

loss  in  Soviet  foreign  trade.  ^  ^  *..4 

When  the  currency  authorities  of  Germany  and  certain 
ochor  countries  began  to  create  difficulties  of  that  sort,  in 
January  I936,  the  export  of  Soviet  goods  was  forbidden  to 
countries  where  currency  and  foreign  bill  legislation  or  ho- 
ministrative  orders  did  not  secure  for  Soviet  economic  organi¬ 
zations  the  free  use  of  receipts  from  export  goods  i or  paymsuw 
of  all  obligations  and  trade  representatives  In  those 
tries.  The  order  (priteaz)  of  the  Commissariat  of 

Foreign  Trade  USSR  issued  in  1936  established  speclllc  condl- 
tlons  under  which  export  organissatlons  wBve  permit  ued  to._^ 


Export  ^OOdS  •'fcO  n  Po.f {SiiCi-  'yOgOS'j.^^J..S  't-*^ 

Another  method  of  protecting;  the  j.nterests  of  toe 
Soviet  Union  in  cates  where  the  g-owrnraerts  of  capitalist 
coPTitrles  created  ohstaoles  against  fulfillsent  by  icreign 
firms  of  thoix'  oh3.ig&ttons  to  Soviet  ecopoislo  organizations. 
or  blocked  Soviet  rands  in  the  accounts  of  foreign  hanks,,  was 
the  establishTtient  of  un3, lateral  forced  clearing  of  accounts 
with  the  respective  countries.. 

'ili.us,  5  0  1932 j  when  inBtit’itlons  and  rirms  01  .ita*.y 
■^i-’Mtrarily  stopped  their  payments  to  Soviet- trade  organizaj 
tions .  the  goveroiaent  of  the  tf’SS.I»  enacted  on  14  January ^,193^ 
a  .dec.ree  (-postanovlenive)  to  the  effect  that  sums  owed  >.0 
Italian  institutions  and  firms  for  obligations  of  Soviet  or- 
gsnisat3.dns  were  to  .be  carried  in  a  special  feccount  opened 
for  that  Purpose  by- the  State  Bank  BSSl  (see  lgj?estj.ya,  ^ 
January  ,19385  .  Ko  transfers  from  this  sceount  to  Italy  _eo\Ufi 
be  made  without  a  special  order  fx'OSi  t.sie  uouncil  ©f  B-iople^s^ 

’ Commissar s  0SSR.  Due  to  th;1.s  decree,  the  interests  of  Soviet 
organ;tzations  were  protec te.rl  from  iEater3.al  loss  which  would 
have  resulted  as  a  consequence  of  the  arbitrary  stoppage  of 
payments  by  Italien  InsfcltiitiOhs  and  fl.rms.  .  When,  later  in 
IQ39,  Italian  flms. -and  Institutions  restmed,  payaants 
their  obligations,  .the  decree  mentioned  above  was  resoinaed. 

I’he  'ba.slc  measures  undertaken  for  the  purpose  or  pro- 
venting  a  los.s  in  fo.r0i.gn  trade  as  a  result  of  the  adoption 
In' the  capitalist  countries  of  currency  restrictions,  was 
the  conclusion  with  the  appropriate  countrieB  of  cle.ar:ung“ 
type  payaicnt  agreeinentB.  In  these  agreements  tiie  righc  was 
provided  for  the  Soviet  Union  to  use  l^ully  the  rcoeipcB  from 
Soviet  export  operations ' In  the  respective  countrxes  for 
puT’ehases'of  goods  and  for  other  payments  in  those  countrie.s. 

After  World  War  II,  clearing -type  pajpvapt  agreeraents 
began  to  be  used  for  the  organization  of  routua.L  accounts^  tor 
liSSR  foralgti  tirade'  Ell  the  cout^tel^s  of  the  t. 

camn,  as  well  as  in  the  trade  of  those  countries  between  , 
themselves.  Under  conditions  of  a  socialist  economy,  the 
clearing  method  of  international  accounts  changaa  eonteriw 


The  payment  agreementB  of  the  U&SS  with  the  socialist 
3un tries.  In  view  of  their  basic  dlfferencds  from 
snt  agreements  among  capitalist  countries.,  wiH  be ,  create  a 
irther  in  a  sa para to  paragraph. 

Types  of  loter-governffiental  gayment  Agreej^nt^ 

^  In ter-vovern^ental , payment  agreement©  encoKpass  all 
LndS  'Of  agreements  between  states  ^or 

2 ntal  organs).,  which  prescribe  the  systeM  of  conducting  and 
cgatilElng,  and  the  currency  conditloiis  involved^in  accounts 
e'tw-'^en  the/ real  and  legal  persons  of  the  countrxes,  fo.,  ~ 
ign  trade  and/or  in  other  operations  of  a  non-trade  natur^. 


ryDort'^  in  f*  giveri  cai’renoy  into  other  curi.ei.^A.-iwj  "rti*h(ar> 
fcxport.._  in  the  use  of  this  c'arrencjr  in  other  ^ 


crlbe  conditions 

jU. 


douno-.xe^.  ecorsomie  crisis  of  X929 "^933 > 

^  ir,  f?ifSil«kng  years,  payment- agreemei^ts  wlixch  pre-  ,, 

and  in  the  ”S  foraiWi  currenoy  were  con- 

scribed  tne  system  ^-j^eely  convertible  ciirrency 

eluded  t>e tween  ^y^r^Jtrlctlons '  (for  example,  in 

TeS  a^oeS;Sf  o^otaked  by  Oraat  Britain  and 

i9d^-i  t:r.-  K  “v^csa  R-a-reements,  the  cotrntrxes  having 

with  aermany) .  xn  i-nese  themselves  to  set 

-ur-rency  restrictions  usually  ®'=^^'^eatea  tnemsoAvu. 

?Sf  aoriSfties  to  the  do^ijs  f  ^rsr;i 

hee  -oeoti  ooneluded,  for  'as  f Sr  the  aettle«nt 

port  activities  of  tha.y  Tn  such  aii  agreaasent  part 

Sf  prior  trade  and  economic  deb In 

of  the  export  receipt.^  was  peMei\oa  restrictions . 

disposition  enoSssId  the  tiajorl'ty 

S Ihe  SStSSI  oLSKs:  this  differential  kind  of  pay¬ 
ment  eeresment  payr^nt  agreements  of  the 

non-clearing  typa  curlenSies  the  receipts  • 

the  system  in  bank 

from,  exports  in  tc/ use  these  siims  for  payments 

accounts^  and  on  tx^ansf^r  of  accounts., 

ro-/ssp?rs^;«  5  sst 

?SSX2tfon%f 

decrease  In  the  ^currency  S?  cMtertlblllty  of  . 

SfS  ?f?b«“into  certain  other  currencies,  agreements 


bem  into  certain  uuatsj.-  at,  the 

,e«n  to  be  concluded  (protocols,  exchanges  of  notes)  on  che 

wvatlon  of  the  right  to  use  these 

c,j.vc*.vku  . . ^ 


nents  are 


n  01  XvU^r?- .Z^XKUiy  -  JJ  4-,vrvr. 

";i««rtrS%Xk“f«r^ooS°der?etLen^ 

soviet  -aSlon  snd  varlous_^capitallBt 

rSSnlsUe  Ee*ron°cu^5enf?“ii;a?l“rl8ree«nta. 


( 


g.  Baslo  Peat'at*6s  of  .feha  Cleaylng  ^ 

In  the  basis  of  the  clearing  agreement  lies  the  idea 
of  th^  cashless  account  <,  tte  exchatiga  of  goods  of  one  country 
for  the  goods  of  another  without  the  transfer  of  gold  or  ■ 
currency <■  fnls  goal  is  achieved  by  entering  into  a  ledger 
the  mutual  monetary  claims  and  obligations  arising  among  the^ 
countries  as  a  result  of  foreign-trade  and  other  economic  ano 
non-economte  relations  among  them.  It  vsould  be  wrong,  how- 
-ever,  to  Identify  clearing  •with  thcuiatural  exchange  oi  goofp 
(barter),  since  clearing.  In  practice,  does  not  do  away 
completely  with  monetary  accounts.  In  addition,  the  clearing 
method  of  settling  accounts  laay  bo  applied  not  only  to  pay¬ 
ments  in  the  selling  or  buying  of  goods  (to  goods  excaange), 
but  also  to  pa'V'ments  on  otner  trade  and  non-trade  operations. 
■This  statement' is  not  contradicted  by  the  fact  that  the  tas.< 
of  clearing,  as  was  said  above,  consists  in  making  possible, 
the  exchange  of  a  definite  amount  of  goods  oi*  services^  de¬ 
livered  by  one  country,  for  an  equal  amount  (in  prices;  ol 
goods  and  services  of  the  other  country,  without  recourse  to 
payments  in  gold  or  foreign  currency.  ,  ■.  _  ^ 

The  basic  and  characteristic  features  of  one  clearing 
method  of  International  accounts,  which  is  based  on  the 


principle  of  bilateral  inter-governmental  currency-clearing 
agreements,  consist  of  the  following:  ,  ’ 

Clearing  means,  first  of  all,  the  centrallptlon  in 
special  banks  or  .specially  create<3.  clearing  . 

of  the  accounts  of  real  and  legal  persons  of  two  counuriv.s^ 
e'nga.ged  in  jTorelgn  trade  and  other  operations  encompasseo.  oy 
the  given  agreement.'  ' 

An  important  feature  of  clearing,  directly  connected 
with  the  centralisation  of  accounts  and  tbe_^ registration  ot 
mutual  claims  and  obligations,  is  the  compiisory  i 

all  the  real  and  legal  persons  of  the 
of  cleai’ing  accounts  for  the  operations  covered  in  5'J® 
agreement.  The  centralisation  and  entering  of  mutual 
and- obligations  in  special  clearing  aee'ounts.ls  toe  mos ..  im¬ 
portant  feature  of  the  clearing  method  of  lnterna.Uiomi  ac- 
oounting.  Because  of  such  a  method  of  accounting, _ it  is 
po.sslble  for  goods  supplied  in  a  given  pe'rlod  of  time^bi-^one 
country  to  be  exchanged  for  an  equal  amount  (in  piic^s)  of^ 
Koods  and  services  of  another  country  without  necessitating 
irSch  and  every  case  payments  in  gold  or  foreign  currency. 

Thus,  present  inter-governmental  currency-clear inga- 

greements  can  be  defined  as  agreements 
In  special  banks  or  special  clearp-g  institutions 
trade  accounts’  and  other  transactions  of  the  real  hnd  legal 
of  the  bl-laterai  agreement,  for  th,-  pa- po.»e  o,,. 


persons 


•-J 


accoiintlng  for  tlielx*  arid  ®l3XlgatiorjB.  . 

The  gysteia  of  ’  coaductiSg  tMs  feocduntirig  eonststs  ©fl  ^ 
the  following:  Importers  and  other  dehtorg  ha,¥lng  obXlga** '■ 
tlons  against  the  real  and  legal,  persons  of  the  other  ootin try 
with  which  tha  agreoffient  is  ooneluded.,  pay/the  affiou'hts  owed 
by 'the®  not  directly  to  the  exportare  and  creditors  of  that 
country,  but  to  the  bank  or  oleariag  institution  of  their  own 
country,  into  the  special  account  of  the  bank.or  clearing  in-, 
stltutlori  of  the  cdhtraotcr  ■  country ,  "'On  entering' the  appro¬ 
priate  amounts,  the  bank  or  clearing.  Institution  of  the 
t|saporter  country  (debtor)  immedisteij  notifies  the  bank  or  L 
clearing  institution  ©f  the  experter’ country . (creditor) .  Ine 
latte.r  pays  the  exporters.  (creditorE)  ©f  its  pountry  the 
amounts  paid  into  the  'clearing  accounts  in  the  c-ther  country 
by  the  importers  (debtors),  ks.  a  rule;  these  payment  a  take 
pl.ace  in  the  capitalist 'countries  not  out' of  the  amou-ots  paid 
by  importers  (debtors)  of  the  other  country,  but  out  ©f  .asiOuntB 
deposited  by  Its  Importers  (debtors)  In  fsyor  of  the  exporters 
(creditor^  of  the  other  country. 

If  there  are  no' special  clauses  in  the  payment  agreements 
then  these  payments  take  place  only  after  ati  appropriate  sur- 
pltis  has  accumulated  in  the  clearing  account,.  In  the  absence 
of  tae  necessary  surplus  in  the  account,  the  exporters 
(credlto-rs)  must  wait  until  sufficient  affiounts  have  accumulated 
as  s  result  of  deposits  by  creditors  and  importers  of  their 
own  country.. 

Actually,  the  present-day  :intsr-governm.ental  clearing 
type  payment  sgreements  allow  for^  mutual  teohnioal  credit 
by  the  central  banks  clearing  institution®.  As  a  result 
of  these  credits,  the 'banks  or  clearing  Institiiti^ns  pay  out 
to  the  exporters  (craditora)  of  their  countries  •-the  amount 
d'sie  them,  even  when  the  clearing  account  of  the  bank  of _  the 
iisiportef  country  (debtor)  does  not  have  sufficient  ,S'arp2.us. 

Th,2  impc-rters  (debtors)  pay  the  clear'lng  bank  ©r 
clearing  Institatlon ,  in  the  currency  prescribed  by  the  pay¬ 
ment  agresraent,  the  amounts  ©wed  by  them.  If  this  currency 
is  not  "their  naticnal  currerjcy,  but  the  currency  of  the  other 
country  or  of  a  third  country,  they  then  buy  this  cui’roncy  in  ■ 
the  clearing  banlc  with  theix*  own  currency.  Equally,  on  the 
orders  of  the  clearing  bank  ©f  one  country;  the  caearing  , 
banks  or  institutions  of  the  other  couritry  pay  out  in  the  . 
clearing  oixrreaoy  to  its' exporters  (creditors)  th®  'amounts 
owed  them;  if  this  ourreney  is  that' of  the  fir at . country  or  , 
of  a  third  country,  they  then  convert  it  Into  their  own 
national  currency.  The  clearing. currency  Is  not  a  freely 
convertible  currency,  but  a  clearing-account  unit .  ,  Because 

of  thlB.  the  exporters  (cr6ditoi*B)  receive  the  toount 
to  the®,  in  the  final  analysis,  not  in  the  clearing  currency, 
if  it  is  not  their  own  eurrehcy,  :but  in  their  own  local 
'pitrrency.  This  is  a  positive  side  of  the  clearing  account. 


-1 


as  the  expansion  iTi  the  exchange  of  goods  bsOtween  tlie  coun¬ 
tries  which  ecficl-uded  payffsont  agroemehte  does  not  me-et  with 
obstacles  In  the  form  of  a  shortage  of  free  foreign. currency 

oi"  gold-  ■  ^  ,  „ 

Eresent-day  clearing  in  internationai  accounting  Can^ 
be  divided  into  unilateral.  Mlateralj  trilateral,  and  multi- 

‘  '  Unilateral  clearing  is  compulsory  it  is  established  p 
by  on®  country  without  the  consent  of  the  other  country,  lor 
the  purpose  of  collecting' trade  Indebtedness  and  financxal 
debts  of  the  institutions  and  organizations  of  the  country 
Which  has  halted  payswents  to  the  first  countx’y,  or  for  other 
reasons.  Unilateral  clearing  is  ansloguous  to  freezing  ex¬ 
port  receipts  and  other  susns  deposited  to  the  credit  oi  tne 
debtor  country,  for  the  purpose  of  using  them  to  satlsiy  the 
claims  of  exporters  and  creditoi-s  of  its  own  country .  ^ 

An  example  of  •'.bompulsory  clearing  is  c-he  decision  Oj. 
the  British  government,  taken  in  1935  ih  connection  .with 
the  adoption  of  economic  sanctions  against  Italy 
latter  attacked  Ethopla.  According  to  this  decision,  Brxoish 
firms  and  organizations  were  obliged  to  dsposit  the  amounts 
they  owed  to 'Italian  real  and  legal  persons  into  s,  specia- 
accoant  openesd  for  that  purpose  in  tli©  bank  of. England,  Tne 
amounts  entered  served  as  a  form  of  guarantee  of  receipt  by 
the  British  firms  and  institutions  of  the  cosimercxal  hiid 
financial  debts  owed  them  by  Italy.  The  same  compulsory 
cleai’ing  was  Inti’oduced  in  Italy  in  1935  relative;  to  •jrreat 
Britain  and  other  countries  which  took  part  in  the  .sanctions . 
Bilateral,  trilateral,  and  multilateral  clearings  are 


based  on  voluntary  agreemants  between  the  respective  countries. 
Dl'^^fcring  from  a  bilateral  clearing,  in  which  the  accounting 
for  mutual  clalras  and  obligations  takes^  place  only  between 
tPA  two  countries,  in  trilateral  and  Btu.itiiateral  clearing, 
this  method  is  applied  with  regard  to  three  or  more  counvrxes 
which  have  concluded  among  themselves  the  appropriate  agree¬ 
ments.  In  practice,  trilateral  clearings  are  foxind  moet^ 
often  in  the  form  of  agreoisents  between  three  countries  (,o 
the  effect  that  indebtedness  created  in  the 'clearing  accounts 
between  two  coxintrles  may  be  liQuidated  through  the  aeuive 
balance  of  the  account  Which  the  debcor  country  has  with  che 

third  country  taking  part  in  the  lorq 

European  Payments  Union,  which  existed  in  the  years 19u^“19uo> 
serves  as  an  example  of  multilateral  clearing.  -  ^ 

The  most  important  clearing  account  issues  whiCh  o.r- 
usually  stipulated  in  international  payment  agreem6n-e.s  are  t 
1)  the  technical  system  of  carrying  the 
^ent  of  the  transactions  for  which  payiaencs  shouio  wake 
through  clearing:  3)  the  currency  of  the  clearing  account s;^-* 
k)  the  system  of  regulating  the  balance  of  payments  in  the 
clearing^accounts  and  of  liquidating  indebtedness  which  may 


-6^' 


accumulate  in  the  clearing  aocpuntsi  5)  Insurance  cf  ciear-”^ 
jlng-  accounts  against  risk  of  currency  de^ewluatxon  and  6)  .| 

nayroent  Of  Interest  on  clearing  Indebtedness. 

of  ilanas'lne  C3.earlriK  Accounts 
I'ronhe  point  ^  view  of  the  system  cu  iaa^s^ng  clear 
inp:'  accounts,  present-day  Inter-governmental  clearing  may  fee 
divided  into  clearing  sanaged  by  the  single -ac count  system 
and  clearing  managed  by  the  double -accoun'..  ays  tern.  i,u  ta^ 


single-account  system,  the  olear*j.ng  aecountt*  aiv 


c&rriea 


in 


the  banfe 
agreamen 


of  onr/one  of  the  ceuntrias' concluding  a  payment 
/  Iri' the  double-account  system,  the  clearing 


i- 


accounts  arc  carried  in  the  bank  accounts  of  both  coun tries. - 
'^’hs  systera..,of  managing  clearing  accounts  xs  a  matter 
^  te'-’^'-hia^’e  if  the  mutxisl  crediting  of  both  parties  exists. 
F^v-^^r  in  the  absence  of  such  crediting,  it  takes  on  a  do- 
f?r7-rcco  cSe  meaning.  In  that  case,  the  single -account  ■ 

^  a  4ivl!cg^4  position  the  country  in  which  ^ 

^mtSing  aoooSSf  in  unprtvlleged  pOBl- 

iwn la  Snanlng  partner  Importers  nnj 

oc^ntr^  are  able  to  liq^tlaate  their  biB^a^  ? 

ty  denosltinv  in  their  own  currency  xn  v-ne  olca-itg 

?r  ?L’?Lr£rsis^a?rreSssj"ipSs^ 

ecSoMcally,  the  granting  of 

isnSL  s 

to  obtain  for  the  payment  of  obllgatlouo  oi 
debtors,  la  the  event  of  Insui flcien..  iunJ«  ..n  nor 
accoiin 


la  the  event  oi  ^  ^ 

currenev  of  another  In  gold  or  in 


itoatloxi  does  not  exist 
the  double-acooxuit  sysb 
in  the  same  situation  and 


iurrsney.  Such  an  uneciual 
•lesringE  are  carried  on 
-v-.i  <5  rnooA  both  sS.des  are 

lependingvon'the  clearing  accounts,  debtors  as 

;o  each  othsi*'.  .  ’  ^ 

Th^e  clearing  inati tu  cions 
accounts  are  carried  are  for  the 


if  the 
sn. .  I  n  . 
may  be , 
a. 3  creditors 


in  which  the  gpeolsl 


clea: 


'ing 


most  part  the  central  (na-  . 
ccouicrs  .  In  certain  coun- 

J?r/^peS:!  cLSLihnaautio.a  ar3  creaPea  for  thl.  purpose 

Extent  of  Clearlnij. 


^e“orWe™i“mpr^tErit  issues 


stiDulated 


:nts 


Is  the  question  of  the  extent  oi 


in 
trade 


clearirsg  a 
and  otlibr 


:ranpp=tloPP  tPt^er.  tte  ocaptrlep  for  «hl ah  psyapnt  through 


;reem^ 

u-arlns  Should  Sge^ScoSnS 

lore,  on  all  other  operations,  paymen.s  have  to  be  in  u.e 

aual  ^^hange  of  eurrancy^^^^^_  payaont  asreeMnte 

lailjf-vntem  of  accounts  encompasses  payments  for  goods 
S^c^thaMunteles  supply  one  another  and  ejcpensas  conteo.od 


Ksith  the  exchange  of  goods, 
concludod  c3.pl 


Howe'(?ei*,  In  many  - 
countr’iea ,  the  clear-ing  embraces 

payments, in 

other  sc-oalled  onrrerit  operationB^,(teehnloa  aid, 
services,  liquidation  of  ooKJfiere-i.al  ana  financlai  a^.DvS,  a.^a 

3,0C-0\i’ntB  of*  -3  noti“*'fcx^3d'3  ^  •rm* 

a  signifioance  of  inter -go  verna,ental  oieariug 

accounts  is  the5.r*  connection  tsjtth  the  current  ^ 

-goods  between  countries.  Fresent-day  .J" 

fre  often  directly  connected  with  the  agreements  on 
change  of  goods  concluded  among  the' respective 
which  prescribe  the  mutual  delivery  of  oamLts 

Borne  cases,  agreements  on  the  tenarate  ’ 

are  contained  in  one  document,  in 

agreements  are  concluded  for  the  exchange  of  good.-,  and  loi 

Of  concluding  ?ro«ntu  on  the  e.cMnge 
nsvments  which  d^al  V'^iitn  x>hB  mutual  ox 

Srodf^nd  tte  ^leSSlng  Sethod  of  accounting  for  these  ewda 
widSread  in  the  capltallet  countries  1-aioedlaw.ly 

K^!*in“SSrir®r  ThI  conclusion  Of  ouch  agree«nte 

,..rr-  ■Hf.r.r.ffht  shout  bv  the  extension  of  the  sphert:. 

-P<'trictlous  on  the^one  hadn,  and  governmental  regulation  of 
forei-S  trade  by  way  of  export  and  import  licenses  on  whe 
other!  which,  in  its  turn,  was  caueed  by.  olie  ■  shaprening  of 
the  general  crisis  of  capitalism <-  . 

cnrrlca  as  ffl«-  1)  «f 

local  iss^of  frf,f 

ing  agreemann;  ,2,i  in  the  couritry.  Xf  the  clearing 

or  3)  in  the  of  the  ooun-. 

-;?erconSlSdSrthJ  cSiring  agreement/ which  ls,ths  case  li'. 

the  siorle-aceSnnt  systeti,  the  clearing  currency  is  usually 
■  tKt  if  tbs^GOuntry  in  vAose  bank' the  clearing  account  is 
S?rlfd.  In  the  minority  of  clearing  agreements  between 
capitalist  countries,  the  ' 

countries  which  are  party  to  cu?^encv"  is 

uSo  uSptei?  IS  ^rrncy  ’ot  a  third  country,  for  example 
US  dollsirs,  is  used 

.r.  ,/S%ISnr«chuSirraSootrfir-a  number  of  rcaaons, 
SSiSrS!  Me  it  especially  I 

Sn^dS'isiSiSSen.f  ^s?Sh5i  »Sit  ■ 

VetSILe  of  the  eQuillbrlum  In 
ments  In  clearing  accounts  can  be  caused  ba.^j.cally  .  -  ~ 

following :  ‘ 


is 

u.onditions. 
of 


a  By  the  action  of- seasonal  factors.,  as  a  result  of 

ifhlch  certain  goods  can  be  s'ubplled^  only  during  part  of  the^ 

yeai’  and  not  equally  .durl’Sg  the  Wiiole  nhoVhei- 

^  -K  Btr  the  different  type  of  goods  ■  supplied  one  anotne^ 

by  the  o^nfilL  wncluSiBg  the  payment  «Sf 
a’mD''e.  ’lf  one  country  provides  the  othex-* 

which' It  has  in  warehouses,  such  as  certain  ma.erxu..s 
food  products,  and  the  other  country  supplies  ^he  x rt 
with  finished  goods  and  machines  which  require  some  tim.x  to 

produce,  failure,  through  the  fault  of  one  of  the  parties 

"■to  honor  contracts  for  the  delivery  of  goods  prescribe,  in  , 

the  trade  deadlines  ^orrthe  delivery  of  goods' 

as  prescribed  in  the  contracts  concluaad  with  tfe-  xxims  ar  . 

fl‘??ira“p5?od“  iLfIfS?  ihheoefpt  by  tte 

Sro?  B- the  jrorSiu 

whose  fven'lf  there  Is  complete 

“SlSy  u'Se  Sore  ortSeloSal' supplied  one  another  for 
the  d^n^PJJlod^tf  Xlme.^^  Ifone 

InShirf  oan°Sso  S  “'“ff  f  o??he‘'Srties 

ri"irnft?"lSL;L™*»eL,lSronfStr1  ?s1?aft?Sg  ienlt 

to  .the  other,  .,,eee/a»turtenf  of  the_^“lance^of  pey«nte 

in  clearing  accounts  ' credit  to  the"  other  coun¬ 
balance  in  these  accounts  ertenciv,.  Ci  v  as  many  clearing 

try,  which  h«  a  fee“SIhange  of 

goods,  _  jiearlng^ls  an  ton 


‘SrrcS‘iSSn??y\rrpprird“Se^ot!«';i-oo3s  in  a  larger 


amantity  than  It  receiv-ad  l.e.:,  it  has  given  rea^ 

Sre^Ut  to  thii  ctfesr..  1?he  clearing  aiethod  ef  accounts,  if  i 
It  not  to  F.etve  as-  a  means  ©f  Sirtendlng  credit,  can  ©P®^- 
ate'^suacessfully  only  «ltfe  the  existence  of  relative  equality 
of-ffiu,taal  payKtents  -over  specified  periode  ©f 
eq?.iality  of  the  fealancs  of  payments  on  the  operations  encom¬ 
passed  hy  the  clearing.  . 

-However,  la, certain  clearing  agreements 
of  cred-it  on  clearing  takes  place  ««r^scaously.  Mt^r  Mo^id 
War  II,  mutual  short-term  crediting  was  done  inteniioiiaily  ^ 
"hy  capitalist  countries  on  the  hasls  of  i 

was  characteristic  of  Ctreat  Britain,  France,  Belgium,  xi . 
Netherlands,- Si-^ltzei’land,  Sweden  and  Argentina.  _  ,  ■ 

In  practice,  even  ’those  clearing  ¥.,hlcn  a 

not  prasorliie  in  advsnoo  sn 

fc-n  another,  there  usually  1©  «  certaxtJ  innw.ian^e^. 

in' mutual 'cieari-ng  payments  teing  ' 

It  This  ponmisllblo 

ing  aecountB  13  usually  ealiea  At^r  of  con- 

credit.  Ihc  establishment  of  such  credit  is  a  . L" 

v«‘n-ler'ce  as  it  is  difficult  to  as aui' e .  dally  balancsc?-  in  the 
mutS?i  cieskns  payments.  Certain  deviations  are  i^^^jltahle 
dr^  to  the  seasonal  and  other  causes  glvtsn  above.  ^ 

of” technical  credit  depends,  all  ?ba^  ' 

smo^int  of  goods  exchanged  ’in 

eentrsl  banks  of  the  clearxng  ;-®£®J''icsBlble 

rl«>a-f'ini!y  extend  credit  to  one  another,  wnich  makes  pcsBini.© 

■  the"  oayment  of  sums  due  the  exporters  even  when  thex-e  is  a 

shortage  of  funds  in  the.  clearing  accounts .  +.«  ...no  aMp> 

shor  .ag_  capitalist  governments 

to  regulate  the  of  payiaents  in  ciearing^sccou^^ 

VoeSf  "elt«terv3clLiorftrthreS?lSrti»  “f 

i?  ii€rS:- 

^-T-AriiP  f-n^at  iBioortanee  is  attached  to  the  queovaon  oj 
'  5,4^1  f-h®' -balance  of  payments  in  clearing  aGCOun.-M. 

eo_ui-xilng  th-  Mianc  Prisr-govaroMtitel  tarrenoy  sna 

.•.^a..ir.?aSLSSs  it  is  preseritea  that  (*rlortioally  (aaoh 
bflf  toSJ!  or  year),  or  a  a  la  oooTOr.lerlt,  meetings 
rt.lai?tafc  plaee  of  representatires  of  the  ^countrlea  to  re- 
eie.j-^'be  fiiSfillaieTit  of  mutual  deliveries  of  gooas  and  th- 

Sat«r-cf  tS  hilanee  of  Pay^^hta-  !n«eeff  fo  IS??' 

npnts  the  representatives  are  obliged  to  presen-  vo  .vneii. 

governments  recoraiaenda'blons  on  measures  „„ 

,  S  ??n-dellveries  vihleh  have  been  oeted  and  to  equalise  the 
^■balance  of  pa-ya^nts  in  the .  clearing  account .  ,  j 


In  order  to  eliminate  ci^mpulsorF  credit^  some  o leer”  ,• 
l^Tg  agreementB  stipulate  an ,  otriigatlon  for 

in  the  clearing  account  to  liquidate,  on  csemand  Oj,  tne  cielita 
country,  with  gold  or  eonyertlble  foreign  exchange ^  sne  accuiai- 
lated  indebtedness  in  excess  of  the  amoiwit  of  the  technical 
credit.  Tt  would  be  wrong,  however,  to  regard  these  stipula- 
ticp’s  in  the  agsceements  as  raerely  .some  sort  of  fine  or  lor-  ^ 
fe/ture  .for  violating  the  equtltbrium  of  papsents  in  t^ie  ^clear¬ 
ing  account.  For,  putting  aside  the  fact  . 

clearing  agreemente,  the  partners  some  times 

to  nay  for  part  of  the  goods  supplied  them,  in  convertible  ^ 
Sr?encyrthe  obligation  to  convert  the  debit  balance  T 

in  some' conditions,  help  the 

between  the  respective  countries.  As  a  ra.->ult  ox  tni.,, 
creditor  can  continue  to  deliver,  goods  to  the  ’ 

,,  armr.ehension  of  its  clearing  account  reserves 
beSi  fiw-n  the  opposite  is  not  excluded,  naffielj, 

?Si?®tS"aSior  ooSntJy,  not  wanting  to 

serves,  will  strive  to  curtail  its  buying  in  the  credxto. 

country^^^^  the  liquidation  of  Indebtedxiess  in  clearing  accounts,. 
ni’es.’='nt-day  inter-governmental  currency  clearing  may  bo  ai /.u 
ded  into  two  types:  1)  purely  clearing 
merts  with'ncn-convertible  debit  balances, 
the  15.auidatlon  of  indebtedness  created  5  fw 

th^  tim.a  the  agreement  is  in  fox^ce  is  ^ , 

in  the  cleai^lng  account  the  .amounts  ga.j..n8cl  ^  _  . 

Ieiiing®goods  and  other  operations 
but  not  in  gold  or  foreign  currency,* 
agreements,  or  agreements  with  a  convertible 

whibh  exceeds  the  prescribed  technical  credit,  by  means  o. 
an  exchange  of  gold  and  Balances 

in  the  event  of  a 

blinlToll.:;  ^  ■ 

tb^rin  the  event  of  devaluation  or  a  d3.'cp  in  the 

S^otatiL  price  of  the  clearing  ?hrJh-1rrS  gSd 

p t  the  TatlO'.Bt  wnich  the  enange  xo  ^u4.u 

oa4?ro?  the  off^Slarexchange  rata  of  the  raes«ctlve  cnr- 

.S!r!rSS"?irwhen"o?5S?Sal'  oS“'«tanS«  In  connection 


with 'clearing,  there  was  pi'escrlhed  in  some  clearing  agree- 
ments  the  charging  of  Interest  on  the  amount  of  indebtedness 
in  the  clear lag  accounts  which  exceeded  the  limit  of  tech¬ 
nical  credit. 


'Agreements  on  Mutual  Exchange  of  Curre-noy 
A  special^tOKTor  inter-goveraraental  clearing  agree¬ 
ments  are  those  on  the  mutual  exchange  of  currencies.  Such 
'igreements  became  widespread  af'ter  World  War  IX,  especially n 
in  the  operation  of  the  international  accounts  of  ^reat 
Britain,  Prance,  Belgium,'  and  other*-  countries.  On  the  basis 
of  these  agreements  the  aentral  banks  of Issue  of  the  res¬ 
pective  ceiip tries,  acting  in  the  name  of  their  governments, 
obligated  themselves  t©  sell  to  one  another  at  the 
rate''e'Btablished''by  the  agreement,  the  currency  of 
co'’;sntry  for  the  currency  of  the  /contractor  country 
l-ng  for  goods  and'  services  mutually  supplied,  ifedse  agree- 
menus  for  the  most  part  presoi'ibad  a  certain  liB'dt  pf 
/ indebtedness  in  the  accounts  or  technical  credit,  excess  of 
Which  the  debtor  country  is  obliged  to  pay  w-lth  gold  or 
■freely  convertible  currency  for  ftirther  buying  of  currency  of 
.the  creditor  country.  A  means  of  limiting  this  Indebtedness 
to  &.  more-or-less  definite-  amount  is  sometimes  effected  by 


their 
in  settl 


'extending  siiort-terj!?  credit,  usually  unilaterally,  by  one"  of 
the  countrien  whlch  have  •  concluded  the  curi'enoy-exchange  agree 
ment.  Ag'reemersts  on  th©  mutual  exchange  of  curre'ncles  are 
foi’mally  deprived  of  certain  marks  of  inter-gover-araental 
cu'rrency-'Clearing  agreements,  but  in  essence  they  lead  to 
the'  sarae  goal  of  accounting  for  mutual  claims  and  -obligations 
In  foreign  trade  and  other  operations  encompassed  by  it 
'without  the  necessity  of  actually  exchanging  currency  or  gold. 

Clearing  and  Foreign  l*rade  -'■ 

Ihi  diffusioh  of  .cliariri's  ”in  inter'national  accounting 
brought  -about  &  contraction  In  the  sphere  of  Eultilateral 
trade  and  the  development  in  the  exchange-  of  goods  by  bt- 
lateral 'channels.  The  majority  of  clearing  concerns'  'bi¬ 
lateral  trade  agreameota. 

Ti:.©  coric'iusion  between  tvjo  countries  of  inter  “govern-, 
mental  clearing  agreements  fscilitates, the  exchange  of  goods 
betV^een  these  countriss  and  Eiay,  therefore,  bring  about  a 
decrease  in  trade  vjlth  third  countries  having  no  such  agx*es- 
ment  with  the  given  country.  Thei'erore,  the  widening  of 
the  clearing  method  of  international  accounting  is  not  in 
the  interest  of  third  countries,  especially  of  countries 


with  a  freely  convert',lble  currency. 

The  system  of  currency  restrictions  and  the  clear-lng 
'..-method  of  international  accounting  has  served  and  may  serve 
’  4-n  certain  cases,  for  Wes  E-iU'opean  and  other  cap.lfc&list  , 
countries,  as  a  certain  barrier  against  the  economic  expan-^ 
Sion  of  IfS  monopolies  in  the  markets  of  the  economicall.y 
weaker  counti’ies .  It  makes  possible  the  regulation  of  the 


payment  ance.  or  the je  . 

of  operations  leaa^tig  to  ^  TT,  the  ruling 

This  oxpUine  «ny,  ‘•^ch  J  rtS£o?rright  against 
%S»g1gS:.^nta  SSa'k-'’o;?«ney  limitations  ynloh 

■bt'ought  tibBKi  Si'boufc* 


15  ■  rie-r2ng  Agr-eements  In 


'a  in  the  bsslo  method  of  in- 

AS  f^^fSnS^S'hSSJeS  tbe‘uSR  and  ootin tries  of  the 
ternatlonal  ac&ts-inting  th«=‘ae  countries  settle  ac- 

soeiallst  camp.  IP  as  ®ch.  as  th..oe  became  . the 

counts  among  theniseives  ojf  cle^„i  by  -  ^  SooiaJ.lst 

basic  method  of  Inteimatlorai  accouatlng  in 

„orld  market  certain  similarities  to  form  »dJeohrt 

clearing  f““JferBnrin 'thkr  economic  content  and 

meaning  from  context  one  of  the  forms 

Clearing  La3  trade  and  ’^hioh,  re- 

i.?hlch  arose  in  Qon6itiom  of 

tai-nlng  ita  outward  nei-j  content  and  changes 

production  reioatlons,  t^elf  to  the  tasks  of  the  fast- 
its  turnover  of 

f rowing  p3:*oouctive  ana  +,■?«■.?»  when  ir>  the  capitalist 

of  t!ie' BOciP.llst  ®®™fij;.,.f,J’'^j:J'j_^trlanotion  of  currency 're- 

«orld  clearing  srose,  j.xth  the  ^troa^  results  of  the 
strlotlohs  ano.  was,  {aa-Mrif?-  in  the  aoeountlhg 

Sneral  crisis  of  as  well  as  in  the 

between  BSSH  and  the  soclalls.  count  1^  ^  ^ 

acowintlng  of  these  coan..  lessee  tie. 

ecrcpaioor"/  iorm  of  Ini^  ■peopT.e’s"''demacraoies,  as  in 

in  the  Po««trleb  ox  th^  P-^P  ^  foreign 

■  the  mm.  fchere^are  no  curieuoy^iect... 

trade  is  conouG.yed  ' ‘"  ®  „ with  this,  toe  same  g0  5?er 

to  restrict  Its.eif  .  in  ^XlEation  of  ensuring  de- 

£ntn  take  upon  themselres  -»  risk  of  not 

finite  deliveries  ieoaise  of  currency  re- 

^crtlttSS  --  SrtepUns  in  the  capitalist  countr.es,  xc 

absent  he  time,  ^ olslms  and  ob- 

tloriol  accounting,  basoc  on  eilElnate  the  naces- 

ligations  between  coaa  0.1 1^-  c-aT'^epcj,  iB  the  raost  suitable 
^.ty  of  payments  in  gold  or  cur.c.c/,  ^^  countries  having 

J-bd^rogheslve^form^ol  ac=o^xln|  f^^  ^ 

p-lanned  sconoBsie^x-  eho  s 
trade. 
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^he  cofflpata’ollity  of  tho  clearing  form  of  accounting 
vrlth  the  nature  of  mutual  relatlcna  'bet'weerj  sosi&llst  coun~ 
tries  is  conditioned  lay  the  fact,  that  foreign  trade  and  the 
payme’ntB  arising  there'heom  are  carried  oiit  In  the  socialist 
countries  not  by  private  enterprises  setlng  independently 
'cf  one  anothex’,  but  by '  governments  as  united  economic  or- 
ganl2:ation5>  the  owners  of  the  goods  exchanged.  Clearing^ 
'Accounts  under  these  conditions  arSj,  theoj  basically  accounts 
between  united  (in  the  person  of  their  respective  socialist 
governments)  ■  producers .  IJ^^rough  clearing ^  the  prices  of^  the 
mutually  delivered  goods  is  eompiited.  Ibis  makes  pOBSib.5.e 
timely  measures  for  the  equalisation  in  the  balance  or  pay¬ 
ments  in  these  accounts  which.  In  principle,  should  be  in 

euqillbrltim.  w  ^ ' 

Differing  from  the  capitalist  countries,  in  whicn 
international  accouxiting  reflects  upon  itself  the  atago- 
nlstic  contradictions  of  the  capitalist  economy,  accounts  , 
between  the  USSR  and  the  countries  of  the  socialist  camp,_  . 
developed  under  socialist  economic  conditions,  ^re  net  sub- 
iect  to  th’3B6  contradictions  End  B3rv6  the  'Sti’ongthoning  oi 
economic  cooperation  of  these  countries,  whioh  is  directea 
tovjard  the  general  stimulation  of  their  economies  ana  ..he 
building  of  socialism  and  communlsta.  ,  ,  :  ,  .  ' 

The  basis  of  the  clearing  accounts  in  foreign  traae 
of  the  USSR  with  countries  of  the  people’s  deiriocracies,  is  _ 
the  mutual,  supply  of  goods.  These  deliveries,  are  preaecrioea 
in  special  lists  which  are  the  basic  part  of  agreements  on 
the  exchange  of  goods  and  payaients  or  of  trade  agreements 
and  the  protocols  based  on  them  which  are  signed  yearly.  __ 
The  economic  content  of  the  aforementioned  are  mutually 

agreed  iipon  plans  for  the.  exchange  of  goods  between  . 
contracting  parties  for  the  specified  period  of  time.  The 
plans  for  the  exchange  of  goods  are  directly  eonn.^eted  with 
the  national  economic  plans  of  the  respective  coun cries. 

Lately,  \^tth  the  development  of  economic  cooperation 
between  the  USSR  and  the  countries  of  the  .people > a  democra¬ 
cies,  a  new  stage  has  been  reached  due  to  the  conclusion 
among  almost  all  European  ,  countries  o.f  the  people  s  oemocra- 
cies  of  long-term  (mostly  for  5  years)  trade  agreemenls. 

Ti^e  trai'isition  to  long-term  trade  .agreements  became  possible 
?f  ter  the  SSntrles  of  the  socialist:  camp  began  to^  establish 
perspective  plans  of  development-  for  their  narlonai 

'The  tying  in  of  foreign-trade  exchange  plans  and  the 
acf'oxmtirig  connected  with  them  with  the  national  economic 
plan  is  .ofe  of  the  basic 

on  +-'h'=>  oxchanye  of  goods  and  payments  between  the  USuK 
Socialist  countries  from  similar 

countries.  In  the  latter,  ink vf dual 

connected  with  it  are  conducted  for  the  most  par^.  bjf  xuaivi 


caaltallst-  enterprises,  wfeieh  are  not  sabordinatecl 

?Sgulakng  center  and  are  tharefci'>e  subject  te  tbs 

tlons  of  tbe  imrfeet.  ' 

As  a  reeblt  of  this,  the  goverriments 


to  any 
fluctiaa 


the  capitalist 
of  goods 
wx’y'  of 


countries  which  conclude  agreements  on  tne 
and  ps.yiEents  have  no  ■means  of '  gitaranteelng  toe  ^eli 
th«»se  Koods  to  the  other  ootntrr  as  prescrihea  hi 
ao>reements,  h-ixt  merely  obligate  themseivCiS  within  i,lm..tc 
agr^eiLsn;,..,  wm.u  3  these  deliveries  partly 


XTSSR 

firm 

■upon 


of  -fchelr  competence  to  assist 

%  accounts  between .  the  ^ 

find  t-h^‘  countries  of ■  the  socialist  camp  are  based  on 
commitments,  go^^^^iments  of ;  these 

international  accounting  among  titr 

camp  reflect  in  themselves  tha  planned  nature  ox  Uie..., 

technical  structure  of '  clearing  Pjy-": 

sreSo?Jt^\f  «a?  If 

the  people's  ^  e-ffacted  on  the  Xjasls 

thoae  coiantrles  ®lX-„,«.4y,sp  the  clea''’ings  ac- 

if  <-,«  fl'^We-aocGuat  syrtea.  By 

JlT-teLriSalLfto  thi'clMrtna 

The  State-  Banlt;  BSSR  and  the 

national  banka  of  ^e  rejpeottve^eountrlea  ol  vnc^aoelj.l 

OEM  open  for  one  tfa^e  and  purohaalng 

*hloh,  in  eaeh  of  the  to  tS  trade  and 

SS;y“SS?i?«SVAhnSe;  =oSntny  fon  the  goods  or 

aervloes  dollveraj-^^  the  adoption  In  1955  of  a 

acco'jntins  —  tne  nii^nizSionB  of  the  socialist 

presv^-nt  .by  the  aysteri  has  ^tnder- 

Uunr^^’les,  tho  clearing  account  ^ 

gone  certain  acec^i^nt  agrees 

in  the  5£i®;lority  of  cXeailng  aceoiju  ^ 

tv^'een  ■  the  USSR ’  ano  EaolEil  ■  ^  n^-' wpn t deli'^ered 

encompassad  th®  following?  1)  a-s-*. 


pi  expenses  connected  ■Wx.th.  th©  ex- 
other^  paym.ettts  aocardlng  to  uhe  agree 
In  "practice,  all  types, ^  or  a  larp- 
arl,4l'Rg  between  the  mentioned  eoan-” 

takes  place  that  tiir ought  clearing 

This  IS  explEWed  W  ,£““5  ±nL  at  Srasent.  thi 


■tuder  these  B.grmBmux^a i, 
change  of  goods;  and, 3; 
Events  of  the  partners » 
part  of,  the  accounting 

trie 


mSri^tlon  Of  onadlts  extend^-^b,  the^ghn  .» 

SluS'of  tS2  IrtaJ;«'’of‘lnlebteiness,on  spaeiEl  cle.rlngEj 
for  non-trsda  payments,  is  also  ef.:ec  -j. 


Differing  fi’om  the  clearing  .accor.rits  of  the  DSSR 
with  almost  all  capitalist  cottntriea^  which  are  carried  in  . 
foreign  currency j  accounts  of  the  DSSH  with  the  eoiintries' of 
thte  sooialst  camp  are  only  in  rubles .  The  ruble  is  not  only 
the  accounting  unit  for  clearing,  but  also  the  currency  in 
which  the  price  of  goods  supplied  on  the  basis  of  trade 
agreeme'ots  and  payiaent  agreements  concluded  between  the 
USSR  and  the  mentioned  ocun tries  are  established. 

Tiie  Soviet  ruble,  which  has  by  law  a  definite  gold  ^ 
tontent,  and  which,  in  the  accounts  of  the  USSR  with  the  i 
countries  of  the  socialist  camp,  possesses  buying  power  of 
the  corresponding  amount  of  gold  oh  the  world  nsaricet,  be¬ 
came  the  tool  of  International  accounting  not  only  of  the 
USSR  with  the  socialist  countries,  but  also  the  tool  of 
internatic'oal  accounting  among  these  countries. 

The  ruble  In  international  currency  relations  between 
countries  of  the  worM  system  of  socialism  is  the  medium  of 
5.nternatlonal  accountlrjg  not  only  in  the  sphere  of  foreign- 
trade,  but  also  In  the  sphere  of  credit  relations  and  non¬ 
trade  payments. 

There  are  singularities  also  in  the  System  tor  regu¬ 
lating  the  balance  of  paymeiits  in  clearing  accounts  among 
the  USSR  and  the  countries,  of  the  socialist  camp.  Agreements 
otj  the.  exchange  of  goods  and  payments,  and  the  trade  relations 
between  these  countries  are  built  on  the  principle  of  equal¬ 
ity  of  mutual  payments  by  a  certain  date,  usually  by  the  end 
of  the  year.  Manifests  --  which  are  plans  for  mutual  oe- 
liveries  --  are  compiled  with  the  calculation  that  for  ■ 
certain  periods  of  time  equality  in  the  value  of  m.^tual  de- 
liveriGS  should  be  achieved.  Ihe  possibility  of  effecting 
this  equality  is  based  in  the  USSR,  as  well  as  in  the ^coun¬ 
tries  of  the  people’s  democracies,  on  the  planned  aoiiu.nii..tra“ 
tion  of  the  national  economy  as  a  whole  and  In  foreign  trade 


in  particular..  ,  ■  j, ,, 

In  as  mu.ch  as  the  delivery  dates  and  corresponding 
pasTnents  may  not  coincide  for  various  reasons  shown  above, 
as  well  as  a  result  of  a  possible  disproportion  in  the  ful¬ 
fillment  of  plans  and  for  technlca?!.  and  other  reasons,  there 
is  established  in  the  agreements  of  the  USSR  witn  the  odun- 
tries  of  the  socialist  camp'—  and  in  the  agreemenus  with 
capitalist  countries  —  a  definite  permissible  period  of 
imiebtedness  of  the  partnei’s  In  the  clearing  accounts  ^tech¬ 
nical  credit),  which  la  not  i^egarded  as  a  violation  of  the 
equality  of  payments.  The  amount  of  this  technical,  credit 
is  dependent  on  the  amount  of  goods  exchanged  for  the 


given  period .  ^ 

Exceeding  the  amount  of  technical  credit  means 
celving  short-term  credit  from  the  clearing  partner.  In  _ 
•connection  with  this,  there  is  foreseen  in  the  ma^Jority  of 
agreements  the  charging  of  interest  (2^  annually)  on  tn 
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smount  of  balance  in  the  clearing  account  over  tbe  tech- 

nlca,..  dif.ferin'5  frc’a  the  agreements^Kith  capitalist 

tsctmical  credit  does  not  have  a  limit  Deyond 
vjhlch  the"  creditor  countrj/  haa  the  right  to  deraand^  xrom^thfe^  ,  _ 
debro’-’  country  liquidation  of  its  indebtedness^  In  cpe  account  ■ 
«itirgold  or  free  currency.  Daring  the  time  moen  tne  res^- 
n'=»otlve  Diana  for  the  delivery  of  goods  ure  lu  elfeOv^  _cn- 
-right  to  demand  papient:  in  gold  or  owtreney  qi^inuefe^j.e•ane^^s[-■ 
^ri'  clearing  accounts  exceeding^  the  technioai  oredlw  not 
stmulated  in  the  clearing  agreements  in 

inSR  end  tbs''  socialist  countries.  Tiiere.fore,  the  ©ynulonuu 

ig^eementa  ar;  the' non^convertible-^balance  type 

excluding,  durlng'-the  time  they  are  in  force/  pc-.. In 

Urider'tha  conditions  of  long-term  teade 
Kith  the  European  countries  of  the  peopxe  s  u.eaocra.jx..&^^^U.e 
bal^^-nclno-  of  papoents  in. the  elearxng  account.  j.fc»  to 
hlt^ed  W  the  end  of  each  calencter  year  these _  agreements 
Drescj’ibe  3n  sneciaX  protocols  the  mutua*  baluncxng 
Suvert^s  at  aaaual  intervals.  In  balannlng^ theae  «lx- 
ve'^*eB  ■  account  Is  also  taken  of  gooas  K.oicj'.'.  , 

deT^vered  in  liquidation  of  credits  of  the  accuau^ati^d 

•t cd'-btedness  in  certain  payments.  By  toe  cond^.tj.ona  of  vhc 
8£?reements  now  in  force,  the  Indebtedne-ss  in  cxegr...ng 
counts  accumdlated  by  the  end  of  the  year 

K^,' iuf.  debtor  countt»y  by  additional  deliverels  of  gooo...  dt-Jlng 

X^^onths  of  the  follo-«.lng  year.  In  practice, 
a:4eer:3nt  the  '  partners,  the  acoumla ted  _ indebted¬ 

ness '^usuai3.y  is  carried  over  In  the  ol.eariUg  acoomju  vO  th.- 

method  of  accounting  permits  tbe^  Soviet 

TTrio-i  and  the  countries  of  the  socialist 

wi  ■^b  Ou*'^  another  without  payment  oi.  gold  01  fo..Xig. 
“■r^hn;  Tto^f  to  this  development,  goods  exohenpa  be¬ 
lt.  en’ti;s.ii  do  not  meet  with  obscsclea  fceoauee  of  j^laolt  o. 

'tor^^lgn  ciirx^ancy  which  causes  in  the 
Sountrles  to  interrupt  or  curtail  the  purchase  oi  good..  a-iJ 
to  curtail  the  intended  turnover  of  gooas,  -  pnarcb?  oro- 

,  ..  lh«fld?an- 

?agerof  thellearlnBVthod  of  acoounttng  can  not  be  Mffl- 

eJ?  fi-eqSS^t  disturbances  of  the  equilibriuva  of^ the  balance 
ol^Davinents  in  the  cles,r-ing  accounts  between  wn«  tap.t.t.&li.>t 
-cur^-r'^css  which  lead  to  cuir-tailiaent  of  trade  h©oaus<i  of^ 

Si  neces^xty  of  expending  the  ineufficient  reserves  of  golo 

and  free  curreno^^ «  ■  ^  _  _  x,i,,a  Ttop-o  the 

Trade  and  payment  agreements  ^ 
ccuntrtes  of  .  the  socialist  camp  are  built,  at  p,-e..e..w 
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rfeasically  on  a  bilateral  basis*  However,  it  is  aeslx-able 
‘to  widen  this  basis  in  order  to  use  the  advantages  of  multi¬ 
lateral  trade .  A  certain  broadening  of  the  bilateral  basis 
already  exists  in  the  agreements  of  the  USSR  with  certain 
socialist  countries,  in  vihich  it  is  stipulated  that  the 
debit  balance  accumulated  In  the  clearing  accounts  to  the 
benefit  of  one  of  the  countries  could  be  used  by  it  under 
conditions  of  the  agreements  betx'jaen  the  Interested  countries 
— ■  for  liquidation  of  clearing  indebtedness  created  in  the 
accounts  of  the  third  country. 

The  planned  exchange  of  goods  In  trad©  relations  of 
the  USSR  with  countries  of  the  socialist  camp  and  the  estab¬ 
lishment  of  the  accounts  arising  from  this  exchange  of 
goods  on  the  basis  of  clearing  agreements,  makes  it  possible 
to  take  advantage  —  for  the  purpose  of  broadening  the  ex¬ 
change  of  goods  be tvreen  these  counti’les  --  of  the  multi¬ 
lateral  clearing  account  system'.  .  .. 

A  prototype  of  such  a  system  of  multilateral  trade 
and  accounting  were  the  trilateral  [sic]  trade  ©gx’eements 
concluded  29  June  194'9  between  the  Soviet  Unioii,  Poland, 
Finland,  and  CKeohosXovakia  [See  note].  Itisse  trilateral^  • 
agreements,  which  Included  one  capitalist  country,  Finland, 
prcbcrlbed'  definite  deliveries  of  goods  between  Indicated 
countries  above  the  contingents  es.tabllshed  in  .previously 
coDfiladed  bilateral  trade  agreements.  The  multilateral  form 
of  <?.ccounting  has  become  widely  used  .only  in  these  estab^- 
lished  supplementary  deliveries  of  goods. 

( [Motet]  See  "Signing  of  the  Trilateral  Trade  Agree¬ 
ments  between  the  USSR,  Poland,  Finland,  and  Cxechoslovakls, ' 
Pravda,  ,5  July  1949 *•) 

In  accordance  with  these  agreements,  Finland  obligated 
hei’self  to  sunply  the  Soviet  Union  with  standardized  houses, 
saw-timber,  smll  craft,  end  other  goods  tc  the  amount  of 
100  million  riibXes.  Tha  Soviet  Union  obligated  Itself  to 
supply  80  rolllton  rubles  of  food  stuffs  to  Poland  and  20 
million  rubles  of  food  stuffs  to  Czechoslovakia.,  for  a  total 
of  100  million  rubles.  Poland  obligated  Itself  to  deliver 
to  Finland  agricultural  machinery  and  industrial  goods 
worth  20  million  rubles.'  ■  .  ‘  . 

,  Accounting  for  these  deliveries,  took  place  in  rubles, 

"iby  way  of  entering  the  mutual  claims  and  obligations  of  th^- 
countries  which  coni cuded  the  agreement. 

These  agreements,  whose  accounting  organization  has 
undergone  some  changes,  were  in  force  for  a  number  of  years 
and  have  i'ecllitated  the  exchange  of  goods  between  the  parti¬ 
cipating  countries.  ■  j 

Tae  practice  of  trilateral  accounting  is  also 'used  at 
present  in  the  payment  agreements  between  the  USSR,  Burma, 
and  Czechoslovakia . 

i  The  broader  economic  ties  between  the  countries  of  J 


Ktssftforii  Smfisrbfsaf  tSersf  sp^SiSf 

of  multllateml  accounting  for 

ffionstary  claims  nScesslty  of  equal- 

?^?5‘t"l»crorp:^i-“ts1«.“ach  particular  country  as 

if  ?Se‘caae  with  Mlateral  clearln^^^^^  „,33, 

^.3  EurfpeS’‘counSliS“of  the  Zm 

-|.ent  on  the  orsanlsation  of  a  In  thef 

basis  of  this  agreement 

State  Bank  USSR,  an  bet^-een 

charged  with  the  periodic  '  -i-j-^lj^teraX  clearing, 

the  given  countries  ««.  *thls  raaltilaterai  ■ 

^protocol.on  the  technique  oi  of  the  state 

compengatlon  was  ^nnntries*  In  ■  July  195T  [See  note], 

hante  lisa  iltaS'Banh  0MHi, 

““”XetgSi4r.rirthe  multilateral  clearly 

•^i  r.  1  Q^T  ■'b<^’tv-‘06n  tb.0  cO'U'nt.A.'^xco  tn  P  P  . 

fepfin  force  the  bilateral  clearing  agreements  ex..,Suxng 

between  those  countries .  .  ^  f.mTinensat'^  on  b-ased  on 

.  .  The  object  Ox  mult ilat  «1  of -sums' determined 

the  agreement  m-t-ntionea  •  balanced  by  the  annual  bx- 

by,  mutual  agreement  which  are  -  ^  se'pai-ate  suras 

lateral,  elearlog  ag^iemeite'  to  the  acoouhts  of 

from,  one  account  tc^rpem'^^nt  of  the  interested 

SftSeerlnfJSoSoJng  f^.'anf'gcoSe  offered  by  one  country 

.rruct-ff Of  Sflilftfrif IfeaS^f  hlunts  w?lch  are  In 

force  among  the  Pa^’tlciuating  coan-  Xn  capitalist 

international  trade  is  I^^^^^^^JJ^organissItion  of  their 
countries  as  a  ijj,^cn.5ts  fOT  the- .purpose  of 

mutual  t'hreconoffiic  ties  between  the® 

Sf 'fSIhfrinf  iha'tSiJSSg  Of  Boclallsm  and  com*inl». 

i.  fegreerggnts  Between„,thOSSR.ai^^ 

F^nmes  “  •  ' 

A  e.  out  earlier,  the  USSR  began  concluding 

payment"lg?LS^S^«^\Xl  talUt^ 
,r„t;oS5rwScrtSe=r?hrSrS  ^S-e  counties 


-•35*:*a'c®iptJ9  from  Sorlot  exports.-^-  ■,  '  ; 

Raiment  of  the  0'SStt  yrlog'„.t^od_J>a:lHa 

Frier  to  World,  War  li,  in  tiie  pei'lod  1932"1939.^tfe.® 

•Soviet  Llcri  eoKcluded  ciearing-trP©  P^'^ent  agrej^nts 
Geriany,  Greece,  Turkey,  Romnla,  Poland,  and  certaxo.  othei 

character  the.e  ^S^eBmenU , 
iifch  Turi'ev  Greece,  were  clearing  agreeai«nt,s  oi  ti".  ,  t 
t™  Kith  no  -convertible  balnnoes  anfl  not  preeorlolng  the 
,  SSttan^^S?  ourroncy  for  paya^nt  of  maettohneoa  in  the 

clearlD|.^  clearing  acconnts  of  theee 

count  system  in  the  countries  ' 

sla?f  lSi*  USSH  in  the  central  {““““I)  eSneO 

countrlej.  £an£. . 

rjot  In  the  central  bank,  but  in  six 

By  agreeffient  with  IWicey,  the  clearing  f i-a 
eonlucted  ll  the  doable-aocmint  and 

tion  of  the  a, GSR  Maa  the  Forelsn  »*««,?«*  h^nk 

iQao  npr^od*  a  snesiEl  0J.acc  was  occupied  by 

“»po5L?*raSf  ag?«Lni  '^6 

"^3“-  Thla  agreement  «ao  .J.^nf trS!"  ?S 

a  payment  esreement  1?  th®  “?“i  ^Sflnlte  cOTWlatlon  be- 
porpose  aSE  the  ?'‘-®-Seg  in  the  hslanoe  of 

,  tween  the  monetary  pa^nsaents  ,^5®ar^7- ,  .  . 

-payments  between  the  ||7|Q^l^^jJg5c?'lbed^th£t  the  correlation  . 

of  .Soviet  payments  to  L  19361  1*1-^J 

as  follows;  in  193^.  itlvTy  in 

^®^'^i„i;e’thS'^EWirnSb4r  orciuntrles  *lth  Phom  the  clear- 
Among  the  smaii  n  ■  _  -  .  4  only  Gersahny  occupied 

ing  method  of'  accounting  was  trade  of  the 

oonalderable  special  IBiportanea  countries,  Inolud- 

ItsSR.  With  all  the  other  i“f  gssS's  foreign- 

ing  Great  Britain,  the  oeriod  in  the  currencies 

.trade  accounts  were  wJre  at  that  time  Gonvej:;tlbl® 

the  respective  countries,  wnxch  wt-re  at  _j 


■i- 


World  war  II  brought  ?he  capitalist  coun- 

r.atloral  trade  a«d  currency  restrictions,  increased  , 

tries.  During  psyient  turnover.  At 

and  embraced  the  plrllcipa^^  in  the  war 

the  same  time  the  eount.ics 

and  in  the  ma.iorlty  a  regulated  trade  because 

?;lL'?egi?at?Sn  of  Exports  and'imports  by  way  of  Uaense 

these  conditions,  it  was  expedient  to-ehuild^the 

trade  and  account  relations  of  tn^  ^^iXateral  agree- 

eapltalist  countries  by  con .ludlj  payrrtentsf  These  agreements 
ments  on  the  exchange  of  g  onviet  foreign  trade, 
conformed  to  the  ‘^nntn^the  beginning  of  the  Great 

During  bilateral  agree- 

Patriotic  war,  the  a^d  payments  with  ten  countrxe., 

fnSS^SB  i««lavia,  Human.., 

Hungary,  and  others* 


Their  ba 


~v>.  -  -  V-  -v  t 

fr-on  D^e-war  payment  agreements 
ic  «3istinctlon^f  1  om  P.  e  con- 

ir  being  oonneeted  wit  ,1  ^ocds.  In  these 


^onsisted  in  their  being  of  goods.  _ 

‘luded  agradfiients  on  the  mutual  .i|  auantlty  or  [mone 


Lr,fs  t?Si:rwa=  fojry"  I  “SSirtS  thrairie^Int  m- 

^..yj  amount  of  soods  which  the^parti^  definite  period  of 
Sndid  to  deliver  to  .coda  deliverlee  agreed  ppon 


«nu.u  ...  ^  Sf  goS  de!i^irlee  agreed  ppoti 

i^lshSn  fn  separate  li.t.  attaePeS  to 

;haBe  ■  agreements .  -  -  - - ^ 


'ir^  ff)t»  these  mutually  dell  veered 
ar-t.a";  tSrSStlng  V??,f  SrcLSlaoe  that 

iShoi  o?  accosting  ««  :|,’’LSe  dJffituU  during 

,scour.tlpg  in  ;*i'’iioSlnrhy  the  03  government  °f  £“"<5= 

'he  v’&r  oecause  of  th  r»«’s‘ir  of  enemy  coutitrietf  and 

'n  aeccunts  in  US  banks,  not  ^  timber  of  neutral 

;hosG  occupied  by  of*  19^5-1  this  constraint  was 

-eJe Jfa  "tflSSiSI  ?-unS  ihloh  were  In  aoo«nta 

Ln  US  banks.  .v.  tt  «T*tteles  regarding  goods  xn  .ue 

During  World  War  I-,  /I-^nr’q  and'^paypents  began  to 
s'Ereements  on  the  exchange  «pf-'C-lflc'  into  the 

Sn  not  only  the  right  Jr  r?e  other  country 

<*ther  country,  but  of  these  goods  to 

t?.ke  measures  to  ensure 


,s  were 


the 

to 


;Shyrthe  hanlo  thnto  of  the 
f,?:rthf  nnary  to^lt^«  — ^ 

ore^nlSrof^SItrSJ'the-  ^tuauy  «chan.ea  *ooa.. 


9Z' 


/i 


i 


'  The  lef^ally  unequal  position  parties  arising 

from  the  single -acoo’ant  system  opsued  only  in  Bi;lgarl&,  was 
rTemove<i''Dy  tha  special  decree  of  agreement  to  the  banks  of., 
'each  party,  extending  latorest-free  leans  to  one  another.  ■' 

The  currency  in  which  the  clearing  accotints  «ere  carriea 
Mas  either  the  local  currency  of  the  USSR’s  respcctlv'e  clear- 
ing  partner,  oi"'  In  US  dollars.  -  , 

In  the  laajority  of  payment  agi’eemei-its,  the  clearing 
method  ef  accounting  was  applied  only  to  payments  for  goods 
delivered  and  expenses  connected  Mith  it. 

Many  agreements  stipulated  an  equalization  of  pay¬ 
ments  by  both' parties  in  the  clearing  accounts  at  3-mcnth 
Intervals:  In  almost  all  payment  agreeiaents  there  vjas  tore- 
seen  definite  IMits  of  peimrlsslble  indebtedness  in  the 
clearing  accounts.  -In  case  the  established  limit  was  ex¬ 
ceeded  the  -debtor  country  was  bound,  on  the  dcimand  of  t*^® 
creditor  country  to  llqxiidate  the  Indebtedness  excoeoing  tne 
limit  with  convertible  currency  or  gold. 

The  only  agreement  of  a  purely  clearing  type  was  cne 
one  on  the  exchange  of  goods  and  paystents  with  Bulgaria  , 

The  other i'payi'aent  agreements  were  clearing  agreetaents  w^th 

convertible  balances.  ■  •  . 

The  treacherous  attack  of  Hitler  Geriaany  on  vhe^Soviec 
Un'^on  'caused  the  suspension  of  USSR  trade  relations  with  al¬ 
most  all  the  cpaltalist  countries  of  Europe  with  whom  were 
concluded  at^reements  ovi  'the  exchange  of  goods  and  paymenv..s. 

The  goods  which  the  Soviet  Union  succeeded  in  obtain¬ 
ing  durirag  the  Patriotic  War  in  certain  countrps  by  way  of  ^ 
ordinary  coEMTiierclal  p»urohaaes,  were  paid  for  witn  con''if0r  tlb-c 
c^j3?r‘0noy  *  ■ 

The  clearing  method  of  accounting  was  applied  dui'ing 
the  Patriotic  Mar  only  to  the  exchange  of  goods  between  the 
Soviet  Union  and  Great  Britain  and  Iran.  ,  ,,  ... 

On  the  basis  of  the,  agreement  on  the  delivery  ox  good,.--, 
credit,  and  payments  which  the  USSR  eoticluded  with  Great _ 
Bi’ltain  on  l6  Aiigust  19^1-1,  the  aooounta  on  the  matuaj.  de-livex-y 
of  goods  were  carried  by  the  cleai'ing  method. 

The  Soviet  Union’s  balance  of  indebtedness  in  these  ac¬ 
counts  was  liquidated,  by  the  conditions  of  the  agreement, 
partly  with  cash  and  partly  through  the  credit  w.nxch  tne  USoR 
obtained  from  Great  Bx’itain. 

,  The  agreement  on  payments  with  Great  Britain  px'e-  .  _ 

Iscsribed 'the  single-account  system.  A  clearing  account  was  :■■■ 
-.onened  for  the  State  Biink:  USSR  In  the  Bank  of  England.  In ’ 
the  clearing  vjore  car'cied  all  paym.entB  on  the  exchange  oi 
goods  between  the  two  countries,  as  well  as  payments  for  in¬ 
terest  and  the  liquidation^  of  indebtedness  fi* cm  financial 
ai'’6dit  extended  to  the  Sovie't  Union  by  Great  Britain  in 
1936.  In  addition,  by  agreement  between  the  two  banks.  Pay¬ 
ments  on  other  aocoiints  could  also  be  carrlec  in  „he  cleeiring. 


Existing  Parrment  Agreeixients 

aHa  capl^a^,!^: 


the  USSR 


'  '  After -the  end  of  World  ¥sr  II j.  the  tracie  ties  with  :  ' 

European  eaoitalist  countries,  lnteri'»upted  during  the^^war, 
were ‘resumed  and  the  number  of  countries  on  other  continents 
with  whom  the  Soviet' Union  entered  Into  economxc  reu^tions 
Increased  greatly.  This  made  necessary  con olx^lon  with  -hese 
countries  of  trade  agreeraents  which  prascrlhcd  not^onl^  the 
conditions  of  trade  but  also  the  methods  of  payrae^TwS  on 

^Jne^eSploymeht  by  the  Soviet  Uniorj  even  after  ^  the  end 
oo  the  war  of  bilateral  methods  of  trade  and  acGounwxng 
capitalist  ocufltrtes  *me  causaa  Pf  a., 
disorganisation  of  international  trade  and  interna  ^xw«.al 

T^5?1.P  tli.  OTj  B  CS  pX  v  ■  , 

'^The  regulated  system  of  foreign  teade  and  the  quan^- 
titative  limitations  on  imports 

remained  in  force  to  a  greater  or  j.esser  aegr^r^  xn  almo,... 


ail  "capitalist  countries.  The  currency 
f tr^aoB  existing  prior  to  tne 


restrictlo>ia  in 
and 


in 


th« 


introduced  restrictions  In  Gi’eat  Brj-taln  and  .^n 


ncvily 

the  rmajoi'ity 

of  ;ircSe‘rtfp«aiist  covmtcles  during 

pMcec!  the  discrepancy  in 

^  eSlstenee  In  '‘U,  ?o6 

currp'pr.v  rests'letions  has  Riade  it  impossible  f  tr'id?*  ' 

SSo-n:  in  the  fir*st  years  after  the  war,  to  adopt  lu  trade 


majority  of  countries  that  system  of  ac 


T'»1  :i  r-^  rari'"!  with  tllK  ma  .jiyi-x  t.,y  -  ..  ^  _ 

r-nritlr-g' Whose  indlspenslble  condition  is 

However,  in  the  past  few  years,  the  alight  ae^- 
EuroDean  capltalis>t  coiintfloB  ox  curr6Vie> 
restolctionot  the  introduction  of  convertible  currency  ace 


in 

feK 


I  sljj  J- 

Great  Britain 


oiints 

rn  1947.  and  in  ether  countries  in'  the ^ last 
vrars  and  the  creation  of  the  European  Payraencs  Union 

in  created  copditiofip  f-  add 

trade  and  accounts  outside  the  iLalLB  ex 

ch-ear-ing^agreements .  «SSR  began  ooncluding  ■ 

'idth  certain  capitalist  countries  pa yiaent  agreeu.c.nts^^^  ^^^^ 
nin.-clearlng  nature.,  which  pi'-escrtbe  accounting  in  curiOuC-uB 
1 't6<i  coin v^rtl- bill  cy  e  .r. 

na..-.n«  1958.  Great  Britain  and  a  number  of  othei 

^SSJifSrSS.^'SlIS-S  SgSrtS  iw«Sd/' 

i>emaark,  Noin'iay,  Finland,  and  Austila 


Si  i  1  I»a  ov,  J.  1  VA  t-*  ;|!  w  » t-  -  -  -  f 

-  introduced  convert! 


bill  ty.  of  their  ourrenoles  i”or  carrent  acoo^ants  In ,  the  opera¬ 
tions  of  foreigner B.  .'fhis  meant  the  revocation  of  the  cur¬ 
rency' res.  trlatloas  in  foreign  trade  existing  in  those  coun¬ 
tries  for  foreign  real,  and  iegdl  persons^  and  made  it  possible 
for  the  latter  to  convert  freely  the  export  receipts  and  other 
sums  due  them  In  bank  accounts  i'nto  tiS  dollars  and  other  fully 
of  partially  convertible  ctu*rencies. 

The  establishment  of  partial  convertibility  of the 
currencies  of  countries  me-ntioned  above  makes  it  possible  to 
conduct  foreign  trade  and  the  .resulting  accountii'^e  with  the 
respective  countries  on  a  Bralttlatei’al  basis.  In  this  con¬ 
nection  j  some  of  the  above  mentioned  countries  might  be 
Interested  In  turning  away  from  bilateral  trade  and  the 
clearing  method  of  accounting  and  go  over  to  multilateral 
•  accounting  and  trade.  For  this  rea’son,  tlje  currency  relations 
■  of  the  USSR  with  various  capitalist  countoies  are  o.rganised 
differentially,  depending  on  the  currency  policy  existing  In 
one  or  another  country.  ^ 

Prom  this  point  of  view  can  be  dlatlngaished  at  pre¬ 
sent  the  following  varieties  of  international  currency  re la- . 
tions  of  the  USSR  with  various  groups  of  capitalist  countries; 

1.  Accounts  with  the  US,  Swlt.r.er3.an.d,  Canada,  and 
countries  of  the  dollar  zone  are  carried  out  at  present, ;a8 
before.  In  the  freely  convertible  currencies  of  those  coun- 

'  tries,  i.e.,  into  US  dollars,  Swiss  francs,  Canadian  dollars, 

■  and  others  .  ,  .  . 

2.  Accounts  with  Great  Britain,  the  i?ederal  Republic 
of  Germany,  and  Italy  (with  whom  at  present  the  Soviet  Union 
has  no  clearing  agreements)  baxre  been  carried  from  1959  in 
the  partially  convertible  currencies  of  these  counbries, 
i.e.,  British  pounds  sterling,  ^^est  German  marks,  and  Italian 
liras.  The  currencies  of  these  countries  can  be  conver'ced 
freely  in  foreign  accounts  for  current  operations  in  US 
dollcu’s,  Swiss  i'ra'ncs,  Canadian  dollars,  and  ether  'partially 
convertible  currencies,  and  used  for  payments  in  the  US  and 
in  othe'r  third  countries. 

3.  Accounts  with  ecuntz’’ies  with  whom  the  Soviet  Union 
has  concluded  clearing  agz’eements,  but  ■whose  cxxrrencdes  have 
now  become  partially  convertible  (Belgiiojn,  The  Netherlands, 
Sweden,  Norway,  Denraark,  Prance,  and  Austria)  will  be  conductai 
jSs  long  as  these  agree'ments  remain  in  force,  by  the  cleai'lii|g— 

-jacGOunt  method. 

4.  Accounts  with  those  capitalist  countries  which  con¬ 
tinue  to  maintain  currer.vcy  restrictions  and  limitations  of 
their  cui-rencles  and  with  whom  the  USSR  has  concluded  clear¬ 
ing  sgreementfj,  are  conducted  through,  cleari'og.  In  April 
1959,  13  capitalist  countries  belonged  to  this  group. 

5<  Accounts  with  coun'trles  having  currency  restric¬ 
tions,  with  whom  the  USSR  has  concluded  non-cl.earing  payment 


agreements,  .were  carried  to  tb®  end  of"  1958 

Britinb  poiiTids  sterling,  (Jspan.,.  Indonesia,  PaK^-stan,  Ge/^oh, 
*^«den  and  Irao) .  From.  1959 .»  Bi'ltisb  po^indfo  Sweil-lng,  in 
wbioh^these  aocounts  were  carried.,  bees®®  b  partially,?  c.on- 

vertlbX|^'-.urronw^^^^  with  other  capitalist  countries^ witb^wbom 

the  USSl  1ms  concluded  neither 
a,greements,  ars 


cerrl.6d  in  separate  tranaaetions,  either  in 


conJortible  c-orrenciis  of  third  coantrles  or  b:/  way  c^en- 


BStion.al  transactions-  Bnd, 


in  certain  cases.  In  the  crO'Sea 


currerjcles  of  tl;«'se  countries. 

Clearing  AgreeE.e;nte  .  ■ 

By  the  middle  of  1959 

ci^mving  agreafflcnts  between  tbs  6'SoH 

oonciuSSd  in  the  fom  either  of  trade  ISSn  ' 

oT»  in  the  form  of  special  paymiant  agreeiaants,  Wxth  aweuan, 
Sorl  V,  ft^nmarlc,  FlSand,  Iceland.,  the  Belglum^toemoourg  ^ 
i^oSomic  union.,  the  Netherlands,  arl  lYSs 

|rS  the  ?£B.)7Le£^^^  toisia,  and  Morocco.  .Until 
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there  ms  in  force  a  clearing  agreemeiic  with  If -j . 


ODQ 


UA.R  —  United  Arab  Republic]  ^  pi„  «n».f-ifics 

Al''^np  with 'the  peculiarities  whxon  relleot  the  specif  ice 
and  currency  situation  of  the  respective  eoun- 
the  above  mentioned  agreements  have  many  - 
From  the  point  of  view  of  conditions  lor  Aiqaiaafnfc 

indebtedneBS  wbicb  has  accumulated  in  tbeclearxngaouoan..', 

aisiost-  ail"  clearing  agreements 

fllti  Of  tbeae  iSjee«nt|Xnde..eaneBB 

to  be  liouidated  by  the  debtor  country  during 

tte-'iiri  t»  in  foroe^«lth  |««g,r2SSSS 

currency  or  gold.  An  excepwlon  ws».  tu;.,  j,  vi*.o*’,,-4 ■t-h  T/aiiknot! 
al?e^4^t  with  Italy  and  the  preseirt  agreements  Mnon, 

I  with  the  Effyptxan  Regton  ©i  ti 
Burma,  end., .  par  i.xaiiy,  wx^n  4.:r,  -hb®  catfeKory 


of 
tries 


Lie 


of  clear- 


.ga 


of 


the  agreements  are  in 


O-T*  gol-d.  dtirl-Hg  th^  *fcj.irt6; 


Hegion  of  the  UAR  was  in  force,  wiiieh  xa 


carried  by  sl.ngls 

i-iegion  VJ.  iri  1U1«V  o-e  Fryot,  the  Indebtedness 

account  system  in  tks  National  j*^nk  ®:  hefiaai-  • 

of  the  USSR  above  the  amount  Oa  the  .f.  i-ue  ac» 

d7ed  vjlth  fee  currenA^y,  but  after  tae 

Sve  life  of  the  agreement,  the  currency  indefeteaueas  ..s 


liquidated  with  dellA'^eii’ies  of  goodr>.)  ^  -i 

7m  elearins  agreements  wltd  ecnvertitole  balances,,  the 
provision  prescribing  the  procedure  and  conditions  for  con¬ 
verting  indebtedness  in  clearing  accounts  Is .essential. 

From,  the  point  of  vieiis  of  conversion  conditions,  the  clearing 
accounts  of  the  USSR  with  capitalist  countries  can  be  divided 
into  two  kinds;  a)  agreements  in  which  the  creditor:’  country 
is  given  unconditional  right  to  demnd  at  any  time  from  the 
debtor  country  the  liquidation  of  indebtedness  to  her  e?:ceed- 
Ing  the  established  limit  with  convertible  currency  or  gold; 
b)  agreements  which  prescribe  the  obligation  of  the  debtor 
country  to  liquidate  this  indebtedness  with  convertible^  cur¬ 
rency  or  gold  only  under  certain  conditions,  in  particular, 
in  the  event  the  debtor  fails,  within  the  time  lirsl.t  sent 
in  the  agreement,  to  liquidate  the  indebtedness  with  de¬ 
liveries  of  goods. 

The  differenciS?  between  clearing  agreements  with  uncon¬ 
ditional  and  conditional  conversion  la  that  under  uncondi¬ 
tional  conversion,  the  parties  have  the  right  to  demand  the 
5.iam3dl£te  liquidation  of  clearing  Indebtedness  exceeding  the 
prescribed  limit, .but  under  conditional  conversion  they  can 
demand  it  only  when  this  indebtedness  will  not  be  eliminated 
dtxrlng  the  specified  time  limit  (for  exampiy  6  months)  with 
deliveries  of  goods  and  entries  of  payments  on  the  clearing 
account  for  other  operations. 

The  USSH'e  convertible-balance  clearing  egreements  now 
In  force,  those  with  Finland,  Denmark,  Greece  and  Syria,  are 
conditional-conversion  clearing.  All  other  USSR  convertible- 
ba-lance  c3.earlng  agreements  with  capitalist  countries  ai’e 
unconditional-conversion  clearings. 

Of  the  two  various  conditions  for  the  conversion  of 
indebtedness  accumulated  in  the  clearing  accounts,  only  the 
uncondltional-convex-sion  clearing  fully  gxiarantees  the  In¬ 
terests  of  the  creditor  country,  giving  her  the  opportunity 
of  changing  at  any  time  the  balance  accumulated  to  her  bene¬ 
fit  Into  convertible  curi'-ency  or  gold  and  use  it  foi?  payments 
in  other  countries .  ' 

The  necessity  of  prescribing  in  the  clearing  agree¬ 
ments  with  capitalist  countries  the  conversion  of  the  clearing 
balance  of  Indebtedness  into  convertible  ciirrency  or  gold.  Is 
"teaused  by  the  fact  that  the  governments  of  these  countries  r 
cannot  fully  guarantee  fulfillment  of  the  deliveries  pre¬ 
scribed  in  the  agreements.  Ttiese  deliveries  are  made  by 
■private  capitalist  enterprises  acting  at  their  own  hazard 
and  risk,  and  are  not  subordinated  to  any  plan.  The  govern¬ 
ments  of' the  capitalist  countries  usually  cbligate  themselves 
only  to  issue  licenses  for  the  import  and  export  of  the  goods 
listed  on  the  manifests,  and  to  take,  within  the  limits  of 
the  competence,  other  possible  measures  of  assistance  for 
the  fulfillment  of  dellveriea..j£ccoro'ing ‘to  agreements. 


Tlie  the  udSllingntss  of  ' 

accounts  can  be  *^5®  JoftdB  ptesoulbea  in  tha  ej®*® 

fouelBO  fluM  to  buy  to»  gioas,  or  as  a  result  of 

of  the  egraeaents  ™  *!;;„i;;;“pg®coritriots  Kith  taparEtepr^- 

rto'?S  rS  tL  dalivotj^f  |«Jt^^oaua|Jbe^conoW 

nnrnfthfSae  ?U?S  reepective 

on  already  gently  MMine  oer-ta.ln  West-^Kuro- 

pe,„  oointriaa,  under  prejsure^fro.«Jh.  trade  «lth  tw 

usk  and  the  J^SjSfavfiSa  to  coneuat  trSde  transsctions 

SoH?:?fo;S^-teBde  organiaatlona 

wiwh  oO^/uiet.  5.U  t-;his.  the  rig 


In  cormec' 


gn-trade  6f  th^  "dradltdr  coui> 

Tif  oi  Stani  ac««Utad  lb  its 


rnP'  rlE.i2U  vaiiv- 

-ry  to  deKiand  of  -tttxmfeT  of  eonyer 

fayox’  In  the  ’T-  for  the’feSB.  in 

against  the  onmpulBory  eted.tiug  ou 

>-*^'VreSItence  of  a-h^a  gf?|,5ririS-griSi;/ip5b 

,,,ch  aides  to  permit  a  cartaw  Having  to  oOnvert 

ot  Qouai'ity  of  luutttaA  V  ;-v^  #»aah  tisae# 

f'.ha  hi 


f  sonas  anu  *•'”''  c,^  «„  ■? «.  n«fa«5®e«j  ted  the’  rl-S^.t  of  the 

apitaXlst  countries  .^tS^^finu^  Siidar  certain  conditions, ■ 

i.f,  doltvery  of  gooa*.  -^n  the  -clearing  accounts 

oreBcribed,  for  example, 
goods  and  paymehua^  con- 


Ni  ; 


,-iu2  ./.  t.vs  balance  of  payments_in 


r-e-^ijtahlished 


Such  a  right  ’.^as 
n  ■ih-^aireevnent  on  the  exchange  of 
'uaed  by  tne  USSR  and  concern  the  system 

The  atipulfetiohh  explained ^  clearing  accounts 

or  regulating  ^Y^nt  agreements  are  xn 

-urlns  the  time  t/ue  ■'^f  f  a0‘-p©emente,  regixl«txt..ti  i_ 

U«ae:  After  the  ^a^ahSen-'in  the  olea’ring  ac^  ■> 

f  the  indebtedness  iXthe  following  wa;/.  in®  , 

■ountB  tahes  pi-ace, -  accept 

antral  banKa  of 

EoCOJutk.^  uu  End  6Xi*2>s^^’  \^il^ 

$;®4i  the  title  the  agreement  r?  'if,  after  closing 

-or«ppopdlng2jy;jt^2  SanaSotiSni:  ’a'balapod  f  if 


“ffsTort  iltSrolearlns  aodoupt  lb  favor  oi 


parties 


then  the  debtor  country  is  obliged,  on  aeaanu 
the  creditor  country,  to  liquidate  IraKedlately,  witn^con 
vertlble  currency  or  geld,  the  entire  balance  and 
amount  exceeding  the  prescribed  credit  limit. 


of 


not  merely 


th 


Technical  Stinxeture  of  Clearing 


By  their  technical  structure  all  0SSR  clearing  agx'ee"- 
ments  with  capitalist  countries  now  In  force, 
agreements  with  Egypt  and  India,  are  based  on 
account  system.  '’These  clearing  accounts  ^ 

USSR  as  well  as  in  the  coiintrles  with  wnom 
^,^'xyeementB  were  coi'^.clud.ed a  The  clear 3.ng  xn&titintion  in  ti' 
JsR  la  tho  State  Bank  USSR  and  lu  the  ..countries 
the  paymerjt  agreements  were  concluded,  tneceutial^luatloy  ) 
banks  of  these  countries  or,  sometimes, 
stttutions  as,  for  example,  in- Italy  -- 

The  State  Banik  USSR  and  the  central  bani-c  or  special 
clearing  Institution  of  the  other  country  open  special  ac¬ 
counts  for  one  another  through  which  are 

actions  be twee’n  the  two  countries  for  operations  encompassed 

by  the  given  clearing  agreement.  _  ,,V  -r.^  Tv'S^'-i  -tp 

The- Soviet  clearing  agreements 
built  on  the  single-account  system,  carried^ln  the  .•lationa... 
Bank  of  Sg^^ot-and  in  the  Reserve  Bank 

The  unequal " position  of  the  parties  resulclng  irom  uhe  single- 
is  elindnated  to  a  certain  extant  by  the  ^act 
that  the£  banks  ektei-d  to  the  State  Bank  USSR  interest-free 

technical  credi-t  on  the  clearing.  i «?t 

In  the  clearing  agreements  corjcluded  among  capitalist 

countries  and  also  in  Soviet  payment  agreements  conciu,ded 

prior  to  World  War  II,  payments  fro®  the 

^  — . -  j — r.  .  0g  a  rule,  onl’y  In  case  ot  the^  e  bw-ng 


^-xcorters  took  place, ^  as  a  ruie,  oniy  in 

rs’urplus  in  the  clearing  account  of 

naymant.  In  the  absence  of  funds  in  the  o^ectring 

prno«ters  and  oreditoi's  of  the  other  ecuntoy  were  iorced  uO 

tiaitruntll  sufficient  amounts  were  deposited  in  the^account 

by  the  Ifflpor'fcera  .and  debtors  of  that ,  country . 

•jn  receiviPF  the  Bums  owed  them  forced  the  exporters 
sort  tS  b.Sk  credit  and  to  charge  off  the  interest  on  this  ^ 

credit  in  the  price  of  the  goods .  ,  . .  ,  oow-vc-n 

In  order  to  avoid  an  increase  in  the  prices  Oi  fox uign 

which  this  practice  toought  about,  ,  in  the  payment  agpe- 
Ser??  cSncluSd  urtte  USSR  after  the  «r  there  Is  Phascrlbed, 
^'ts  2i  -mil A  that  ail  th6  SUTUB  owsd  to  exporters  -Eud  other*  Oj.6 
dltors 'shoulfS  be' paid  out  ia-miediateXy  after  being  advl^^^ 
denoeit  of  the  corixespotjolng  amounts  in  the  clearing 

o«„?  Sf  the  itSr  oo-antr?,  regardXess  f  ‘'’^Sflellnt 

Lrplus  in  the  ■clearing  account.  In  uhe  absence  of  suificient 


funas  in  ine  olearlng  Konount,  *’®?S^Se 

????f  w-nlni;  the  DSSR  , 

war  with  capitalist  countries 

concluaea  ai  L^^-h  ^^(fTeemutB  concluded,  on 

rule,  si^-iltaneoarty  the  cleaning  me- 

the  exchange  ot  goods.  j2r.rSiid''fo- ’payments  on  mutual  de- 
thod  of  accounting  conreoted  with  the  exchange 

liveries  of  goods  and  for  ^esS^t  the  minimal  ax- 

of  goods, These  functioning  agree » 

tent  of  clearing.  .  is  extended  outside 

merits  the  S  other  kl^  of 

the  pasnrents  for  goods  exo.uuig^a 

p3.yiti.0rit3  &  .  ..^,.^4-  Avv*.  ■f'Hp  ^OOdB  BHO 

Thus,  the  agreement  c  ^  -  a' \Z  iQi|.6,  prescrlhas  not 

ments  with  Sweden,  which  was  renewed 

only  payic®«^^'  the  following  payments: 

expenses  connected  the  territory  of  toe 

f^or  transportation  of  ^  ^  Soviet  and  Swedish  • 

TtSflSI  ro5  ^Sers  J  i  1-  jexs 

Sut  den .  .  Jt -t-t",  f-Hp  We therl ands  of  2  July  19.^0, 

By  the  agreement  eSaSng:  oajmients  for 

the  following  are  A-)ayffi3?ts  for  transpor- 

SSjrlSf  pSS?SI  SraS«Lft‘£al-een  the  oertral  barhs  o. 

the  two  countries.  ■  -tn  t-he  clearing  agreements  con-' 

After  World  War  xl,  th-  cxeai..!  g  otoE.ervad  a 

eluded  he  tween  ^^^^ttallst  count  i  at  throiigh  clearing, 

tenndenoy  to  carry  a  Soviet  Union  to  widen  the  ex- 

This  tendGncy  has  permitted  ^  ,j_^g  agreemerits  on 

te-r.t  of  na5,Tr.onts  countries .  An  example  is 

payments  with  between  the  USSR  and  France. 

the  agreement  concluded  the  clearing  method  of 

By  the  agreement  payments:  for  goods; 

accounting  was  trade  operations;  for  sea, 

•othex'  payments  eonneci-ed  with  nraa  i  ^  .foj^iwarding 

-!?iver/and  air  transportation,  ana  xor  port^ 

nervines:  for  insurance  and  rexrs^^  f  ^ 

payment  of  interest  and  of  official  delaga- 

trlde  and  cultural  'of  the  two  countries 

fro»  the  tale  of 


propertrfiy  epvt-red  by  olem- 

ing  in  arirsfag-c^nt  «ltb»pl  Tnj  clewing  ano.i^ 

V  SanSi  S^Sf  4.SS^,ngr  ?rSon.=  raSaSon  or  ip- 
lomtlo,  trafie  ana  nonaalar.represennatlyasi  sxpenj^s  i  ^  ^ 

travel  for  official  purposes;  ard  owh&r  pa^meata  ty  ag  . 

,a.  y.5r“t"«f4'SlSaiSr:raiaSe«St“et:reS‘'f^^^ 

davelapKnt' of  tbo  praottoe  of  long-tow.  (3-5  yoars) 

.  -  e  ri-'jmter  of  cao^tallst  countries,,  in 

traae  agreements  a  SI  ■  i*h®  cleat’ing  method 

which  the  accounts  are^oarr^ed  t,;“.Sr'feollenlng  of  the 

Finland,  Austria,  ^and  France),  ’^SS'tHeotteS  hand,  a  weaken--. 
5B6thod  of  acoouiicxng*  On  O  --,  - 

fhe  conn‘=‘Ctton  between  clearing  accounts  and  spec^a».. 

S£«rs;s 


SVS.*sV« 

?’■  th»”nl°Sl W’^of  caSs'Sir tSs*’?laS“L*S°irate^ 

jSurtklt'^SJte  Whom  the  USSR  has^  coooluded  cloax.ln|^agroe-^_ 

rents  Ulth  undondttlonal  conversion  ^®i^Sv^?rm-^«??ations 
tior  with 'this,  for  the  supplier  country  ■  : 

»e  equivalent  to.Bellteg  for  free 

short  period  ,  of  tlEie  the  ©tner  country  does  net  ..over  .. 
balance  with  deliveries  of  .goods. 

The  Giirrenp-y  of  Clearing  Accounts 

.  In  the  clearing  agreements  .concluded  between  the  hSoH 

and  capitalist  countries  the  currency  of  witH- 

■mile  foreiPTi  curi^enoy*  An  exception  is  thB  agr  ^ 

Finland,  according  /^5^f|g®g,old^cSStent  Another 

qov-^et  r^ible,  with  an  indication  or  its  gexa  to 

MOPptlon  is  the  payiseht  jgreeBept  with 

which  the  Olearlhg  accounts  are  carries  In  the  DocH  in  iwi 
arid  in  T.iobanon  in  Lebanese  pounds  sterling .  vi-swided 

"  Clearings  carried  In  Sv  of  thf 

into  those  Whose  *!  a??°OTled  in  ‘the  currency 

clearing  Partner  and  those  which  are.earxxea  . 


T  third  country.  National  currsncy  Is  presorted  in 

ap-reetnPnts  of  the  tjSSH  with  Sweden,,  Dennktr-k-, 
TCoruav'"  Iceland.  The  Netherlands,  the  Belgluai-Ltixemoourg 
lSSio'fniSn!^pJance,  Bgypt,  Tunisia 

Those  in  the  currency  of  third  countries  -- 

?Jna!^GrScef  2nd^S??la;\nd  thosi  ‘in  British  pounds  sterling, 
with'  Bu™  and  pn^trade  organisations  pay  ^ 

the  StaS  la«H  J^rubles  fo?  the  joog  »t 

they  sold  to  the-  organizatton^  ^  countries  with 

Tn  the  sarae  way  are  accounts  carried  in  rhe  coun  vri..fa  wx 

vfhon  the  USSR  has  concluded  clearing  agreements .  , 

?SeS"orplL“St®?JihSf?o«lc4Snoy  Into  the  currency 


G'P  uSlCl  UUb  XU  ^  ^ 

the  Oloarlne  aesoBr.t  s  of  the  giver,  agree .... 


In  purely  clea,rlng  ‘currency'  or  gold, 

onversion  of  the  balance  Inco  is  a 

ht'  currency  in  wh5.ch  clearing  accoanti:>  a  - 

losed  currency.  .  the  jBa:jorit.y  of  clearing  ao- 

cunts  concluded  betv?een_  the  has  the  right 

crer-'^  leOX'  nartner  4.n  chCi  04.t.arii.  g  '  i  ii'i  iir^  flavor 

ato  5?nvc?tlble  currency  or 

I...trtveu  cni/  py  V  '"heae  amounts  are  liable  to 

tntllshea  t'foteiaal  foreign  ourren. 


:ihir.ieal  ox-edlt.  ourrinoy 

r with  gold  or  freely  Ad  toy 

rnch  as  the  prices  for  4 

agrnenent  toetiJen  the  Soviet 


tabllyjiOd 
rveign 


n  ?hr=o“fcSo!SSea  Sau,een- the  soviet 

Thf  ?L»isr/u;«j:rhS?  in^  osr  snt 


,^,  not  in  the  olftlng  e««ncy 

Silh-'!e®is^?ese?5hfl^£  ration  at  »hlch  this  onrreney 
li d  be  oonvLted  into  the  clearing  currency. 


Z:SZ—.tl"f^  Balance  ol^_laa|ataJtLa£S^^^^ 


based 

tries 


Technical  Credit 

USSR 'clearing  agreements  wph^capita^^  ^ 

on  the  principle  of  equalxt,  4l 4year , 

3n  the  clearing  accounts  for  oefin^tc  ^ndi.i  y 


countries  are 
coun“ 


-9Z 


yearly)  periods  of  tiwe ,  .  ,, 

In  ecncludlng  clearing  agreementa  ^itb  incivid'u.al  .cotjn- 
tries,  the  Soviet  union  usually  iias  no  Intention  of  providing 
them  credit  In  any  fdrmi  or  of  Ktaklng  use  of  their  credit.  . 
The  purpose  of  these  agreementB  is  to  obtain.  In  "exchange  for 
Soviet  goods,  a  definite  amount  of  foreign  goods . 

Short-term  inbalanoes  in  the  balance  of  paytaents  In 
the  clearing  accounts  are  inevitable  for  the  many  roESono 
shown  above  (see  Section  g),  principally  because  it  is  Im- 
poseible  to  coordinate  the  amounts  end  dates  of  mutual  de~ 

■  livez'les  in  such  a  way  that  the  payments  of  each  of  ,th© 
partners  should  al’»fays  equal  the  other's. 

'For  this  reason,  in  the  clearing  agreements  concluded 
by  the  USSR  with  capitaiist  countries  there  is  prescribed  e 
definite  limit  of  Indebtednoss  In  the  clearing  accounts 
which  is  not  regarded  as  a  violation  of  the  epuality  of  the 
balance  of  pajanents.  Vllthin  the  limits  of  the  corresponding 
amount  the  .State  Bank.  USSR  and  the  oentrsl  bank  or  clearing^ 
Institution  of  the  other  coutitry  extend  one  another  interest';-- 

'  ^  "'The  amount  of  this  technical  s'cedit  is  usuelly  est.ab- 
llBhed  deoanding  on'  the  amount  of  goods  exchanged  among  the 
couritrie?/ which  ha concluded  the  given  agree-ment,  as  well 
m  in. dependence  on  the  natwre  of  tha  goods  supplied  by  them 
to  one  another  and  on  other  factors  which  could  lead  to  a 
lapse '  in  titee  bet'ween  the  mutual  deliveries  of  goods. 

In  a  number  of  clearing  agreements  now  in  fox-'ce  the 
amount  of  technical  credit  Is  established  on  the  following 
scale':  in  the  agreement  with  .Sweden,  et  5^0,000  Sviedlsh 

krona  or  385,000  rubles;  with  the  Belgium-LuxerAbourg  Econo¬ 
mic  Union  at  20  rdllion  Belgian  .francs  .or  600,000  rubles 
with  the  Netherlands,  2  'ffliliion  guilder  or  ,3.0.,j,00y  iubie«, 
w3 th  France.  15  ml  113- on  US  dollars  or  oO  lalllion  ruD.iesj  wxth 
Argentina,  11  million  US  dollars  or  4k  million ^rubles;  wxch 
Afghanistan,  200,000  US  dollars  or  o00,000  rubies;  v,  . 

Greece,  1  million  US  dollars  or  4.  miilion  rubles*;  wxun  F.tu.und, 

■  60  million  rubles;  and  others.  .  _  ...  .  ^v'.. 

Indebtedness  In  the  clearing  accounts  exceelng  tm. 
established  limit  must  be  llq-aidate'd  'by  the  debtor  country 
dur3 np'  the  time  p6.riod  indicated  in  tne  agreement.  ^  , 

1  ^  ”  /  In  the  Biajority  of  payment  agreements  there 
scribed  a  review  by  the  representatives  oi 

fT^-'fillment  of  mutual  deliveries  and  tne  balance  oi  psymeiics 
in  the  clearing  accounts.  Such  a  review  takes  place  a« 
vioulsy  established  periods  (every  ttoee-  months,  f  ’ 

-T,  «<*  'Convenient.  In  certain  agreements  it.  is  esi.auiis.aeo 
?har\he  reprSentatives  should  also  recommend  to  their  govern¬ 
ments  measures  neressary  to  reestablish  the  .equtlior..am  Ox 


payments  In  the  c3.earlng  g Iment^  of 

SLrvI.?L1?el??Sirinihf  ag™T™  tee  exehange  of  goods 

■  -^v!n  vr.-  -(  +-"“1  vn  /t*  T  V'l  *h  in  Olearinp;  Accounts  .  ■ 


the  nsSR  and  capitalist  coantrles  there  the'ciear- 

ohsrglng  of  interest  If  If  creditor 

SrtM?rh^/itgihe''?ight^;rdemaSa  com-erslon  of  Jhe^MlM 

t?gS!lhe:irm“SX  ?Lf1&  partner  ha*s  oxtendad^oredit 
Jo  theiahtor  partner  for  tHeSnd 

D- Sint  ft  lo?er°3t  st^agraeMnt  between  the  USSR  and  oer-  . 
ttjf  Sapttaitet "ourtrieB,!^  annual  Interest  is  charged  on 

""SSStttriSetSfptLItrSe  creditor  ,f  dr.try  to 
nB'ntaln  the  oorresponding  amounts  i”  f®  ‘:?:';Sjhie'*cur"enoy 
“^not  to  demand  their  it 

or  gold  when  there  Is  no  need  for  It.  Credit  extenuea  in 

each  ’accounts  exceedlnE  the  limit 

of  -indebtedness  established  In  the  agreement,  thoagh 
?;  lie  appronriabe 

cuiu'^ency  of  the  cleariu|^^^  to  c-onvej^slGn  --  as  funds 

currency,  even  If  the  given  curre-no’;;  Is 
xii  ccDifcT  t-cie^ cu  .  ■  ?L-  ^  M'tth  the  existence  of  a 

gSld'c?au’Sv'ttosl  aSnts  are’guaSanteed  against  devalun.tlon. 

«,  -'’ran^ees  Agai'cst  De va 3.ua 1 1  on  . of . 

?'«at  i-:ASe  ■  f “f  Si  nf  oSitau™ 

S^??d‘iaf’ll  toe  tSal  tto  amcunts^ln  the  oleaf  ng 

counts  or  the  tjssh,  represen’ced  tii.xoraign  cu.*cnoxtre  , 

lose  tha.^.r  value  ms  not  concluded  between  / 

i  1-0  avoid  this,  in  is  a  go'-ld  or  curre^ncy 

the  UfR  ?f  «Ji't"Sf°?e”atai?ion  ‘orlome^  other  drop_^of 

■th«''iiearing  currency  Pnf  f  f  to'Di^BUtomtloally 

aocu»i,l.ated  in  the  clearing  “t  the  same  ratio 

in  parity  or  official  rate  of  this  cur¬ 
rency  '2f  tto^'TOjorlty' of  toe  above  mentioned  agreements,  the 


gold,  clause  serves  as  a  raear-s  of  ensuring  the  fea lance  fTom 
,  de-e  valuation . 

.■•  ■Rarei  for  this  purpose  is  the  inolusiori,  not  ox'  a 
gol<a,'but  of  a  cxirrency  C dollar clause.  ■  _ 

An  example  of  a  gold  clause  stipulated  in  the  men¬ 
tioned  agreements  Is  ths  text  of  tha  olausti  in  the^  payment 
agreement  concluded  bet«^sen  the  Soviet  Union  and  the  Be-gium- 
Luxembourg  Economic  Union  on  18_ February  19^-8.  _ 

"If  the  parity  of  the  Belgian  franc  (5o,2o3i(9o  Bt-i-- 
gian  francs  equals  one  kilogram  of  pure  gold) _ relative  to 
d  should  change  j  then  the  balance’  accximulctv’eo  in  ..  le  ac 
counts  described  In  Article  6  Shall  automa-tically  change 
on  the  day  of  occurrence  of  said  change  of  parity  in  the  . 
same  proportion  as  the  change  in  parity 


Due 


to  its  m.onopaly  of  foreign  trade  it  is  possxbi^ 


fo^  the  Soviet  Union  to  regulate  its  trade  and  the  resuluing 
accounts  with  the  capitalist  countries  In  sucn  ^ 
avoid  accu-nmilation  in  the  cie.ping  accounts  any  indebted 
relative  to  these  countries,  : 

The  advisability  of  Including  ^gold  or 
in  f>f>*r'=»ements  on  the  exchange  of  goods  and  payments  .wxtn 
cSnnalSt  cluSrles  «as  clearly  confirmed  during  the  mass  de¬ 
valuation  of  capitalist  currencies  in  countries 

devaliiation  vras  effected,  in  Sree- 

Soviet  Union  had  concluded  rSl-s-  nninn 

to  the  gold  and  currency  clauses  the  .jutlet  union. 


with  vjhom  the 


ment 


Due 


r.H-irb  had  c"(^dlt  balances  in  its  clearing  accounts  with  these 

unavoidable  otherwise  as  a  the  aevaluatx.n  ^ 

Citr-renrv  Of  the  countries  mentioned,  3y  the  ^ ^ 
o-old  and  cu^’rency  clauses,  the  balances  ^ 

;-ra  reLmputed  either  by  raising  the  ;price  of  gold 

cr'S  Jhnii  Se  exchange  rate  of  convertible  currency  In 
SuCh  a  reoomputatlon  wan  made  In 

SrJf/SLci  ^ftef SfS?eS^?ranJ  SSSS?  r^-lua- 

^^^rS^■eSr^e^:L?;.l«erlng^or;raising  the 

respective  currency.  .Iiowe,^er,  inotanv.-,;.  u. 
price  of  capitalist  currencies 
ax'^  E  very  occu'r^ETiCE » 

uc-h-Glearing  Ty.pg„.gg.g5£ELJS£g^^  :  .  . 

The  conclusion  of  payinent  agreements  of  a  non-clearing 


as 


was  pointed  out  earlier 


«it-h  the  various  capitalist  countries  was  ocmditioned  by 
<-vt.  "cf'i  1 '»bt  these  ooun tries  of  currency  restrlo- 

of  thp  S  4?^r?Lr  fitcowjts*'  in  Pounds  sterling 

Britain  the  system  of  ;f*  aterlin?  in  these 

in  British  banks.  USSBfealancyi  in  pounds  eter^ 
accounts  could  be  transferred  freely  to  tne  poanu^ 
accounts  of  the  -?!'7eE^ 

the  right  of  "transfer  |ccom.ts  in 

use  of  such  ^  L^eonierted  freely  by  the  USSE 

?Sflhe"Senoies  of  "other  capltalisVconng^^^^^ 

if?nS  . . 

the  dollar  sene.  anAruni-s  wi dened  considerably  •; 

■me  BS-Btep  5“®^ S?  the  British  pound 
nt6rnai.ionai.  conveiaxon  t  _  «««tsf9.T»t-j.ble 


;s  v.«h  so*  axs 

L,vr,t  !l-8^)  on  tho  of f Iclal juou. Aon  195^  hy 


r  on  the  oiixcxaj.  iqny 

^  .''i.mli&r  payment  of '  Seriaan^^ 


jx^rx. 


OOf;.,.- 
l:Ud  trf 
eox^r.ts 


a  non-convertible  balances.  «  at  the 

concluded  ®  She  ?f/o^ounLles 

:,5T  oiesrtnF,  but'ln  Italian  lira,  with 

DC  «aeri-xed  not  in  •  l  i  t-vie  Hi^SB  *  s' current  sc- 

coovcrtibillty.  ^i?/£e  freely  transferred 

a  Italian  banks  in  xtra  n  j  F/arocean 


to  aeconinta  in  the 


•country  members  of  the  European 


?ayT;r.©ntr  Hnlor. .  _  „  +.««rto  aa-reement  concluded  betvieen 

On  the  baaxs  ox  a  geiTP,3ny(FE.a)  at  the  be| 

|thc  iSSBn  and  the  ?iKe^ar counts  -and^kose  for -others 

ginning  of  1958,  iiutsche  Marks.  mSR  ^ 

Current  operations  were  ^.®^-’' mrks  could  be  transfer 
balanoaa,  J^counts  in  other  coun- 

fr66lY  to  in  tfa-*  -  ^  ctirroBcl^sTi  witl^ 

teLs  ahfi  oop.verwa  into  “Pf'Jolla'rs?  ahd  Swiss  frahos. 

oopol«4sa  with  BO* 


freely  to  meifefcs  in  ^  the 
tries  and  converted  in 


capltaliat  countries  .vhioli  prescribe  the  oar-rying-  of  accounts 
between  the  USSR  at^d  these  countries  in  foreign  trade  and 
opera tlonD  connected  with  it,  directly  In  British  pounds  •  • 

sterling  (in  tx’ansferrable  accountB.) .  Such  agreements  were 
concluded  with  Indonesia,  Japan,  Ceylon,  Sudan. _ 

After  the  conversion  of  the  British  pound  sterling,  at  the 
end  of  1056,  into  a  partially  convertible  currency  for  the 
accounts  of  foreigners,  accounts  with  there  ccMn trie a  became 
accounts  in  partially  convertible  pounds  sterxine. 

The  characteristic  feature  of  non-dear  mg  type 
ment  agreeffisnts  with  the  countries  mentioned  is  thai,  foroxgn- 
trade  accounts  of  the  USSR  with  these  countries  are_  carrxea  ■■ 
neither  In  the  clearing'  system  nor  in  their  national 
cles,  but  in  the  c'aiu'>ency  of  a  third  country  —  ^ 

sterling  which  became  at  the  end  cf  19£»S  a  partxaily  con¬ 
vertible  currency  for  current  accounts.  -v.  +  .■.m-nH 

The  changeove^^  at  the  eno.  ot  i95B  of  Biitlbh  pound 
sterling  and  the'  currencies  of  West  European  capluaiist  ooun-- 
trIercSith  the  e:soeption  of  those  of  Iceland,  Spain.  Greece, 
and 'Turkey)  into  convertible .  (for  current 

renelss  In  the  accounts  of  foreigners  created  a  new  condltlo.i 
in  the  international  currency  relations  wltin  these  countries. 
Becc'use  of  the  partial  convertibility  of  them  currencies, 
the  snheT'e  of  jmxltilateral  trade  and  accountmg  widened, 
in  agreement  with  the  foreign-trade 
the  USSR.  In  the  event  of  a  cr®dp.^forexgn-trade  nalanm 

one  or  another  of  those  counorieB^  the  cou^d-use  lu 

for  pavmerts  in  thi.rd  count'ries  when  the  balance  oi  payments 
Sth'ISm  was  not  in  its  favor  The 

Britain  could  be,  for-  example,  fjo^  .nje 

the  USSR  and  spent  for  purchases  ■  of.  goods,  in  the  (h..  me 
possibility  of  maltllateral  accounts  earns  the  ti-ade  maneu- 
v^^rlna  in  capitalist  goods  markets  for  the  UoaR.  ^ 

Tne  USSR  has  concluded  clearing  , 

the  countries  which  have  established  partxal  conx-eruibilxt,. 
of  thll?  cSwencira  (Fi-aooe,  ths  Be3  gi-«-I,M3Kboni.f;  Eoonomlo 
Union,  The  Netherlands,  Sweden,  De-nmarK, 

Au'^trla) .  The  Introduction  of  partial  coovertlbxi...ty 
tu^feicies  S  theae  ocuntrla.  aoes -not  Itself  «an  the 


these  countries  will  oe  rreexy  "  rres- 

=eed  the  of  technical  that 

*e  DSSR  and  will  want  la  5eprl?ed  of 

■onvertible  curi'encles.  In  this  ^.ftiintniAs 

■he  possibility  of  using  In  the  accouncs  with  toe,  coxn trim 


tl-'e'’- amount  of  techriioal  oredlt  peraitted  In  clearing.  f‘o 
ers-are  oa-'ments  on  ourrent  foreign-trade  and  other  opera 
tions,  the  State  Bank  OSSH  will -have  to  maintalG  in  its  ' 
agential  (korrespoadentskiy)  .accounts-  loathe  .banks  or  these 
or  oth-ex*  countries  with  'whosjt  it  has  nO' cleai'ing  accounts 
sufficient  reserves  in  the  corresponding,  partially  oonvor- 
tlbX6  ox:irr6nclos  .>  In  prsictlc^  It  viilll.  B.6En  of 

increasing  the  lJSSR*s  reserves  of  foreign  conyertibxt  currency 
*^he  currencies  of  ti’est  Eui'opean  capitarrst  count, ries 
which,  at  tbs” end  of  1933  became  convertible  for  current  ope,ra>- 
tions  do  not  have  sufficient  stability.  The  introduction  oi 
convertibility  v?as  brought  about  not  by  a  basic 

the  economic  and  currency  situation  of  Greac  Br.f.c8in  <sna 
other  countries 7 Vat  by  the  actien  of  tespcrary  factors .  teas, 
for  exaiaole,  Great  Britain's  balance  of  payffleru/S  sittus-^rot; 
Imporved/in  the  main  as  a.  result  of  the  decrease  in  prices 
of  the  ravi  materia, 1b  It  Imported  as  a  resulo  Oi  tne  cri.o..a,, 
anti  because  it  received  considerable  foreign  credits,  ly 
l3  not  excluded  that  with  a  change  in  the  favorable  cooler 
tions  on  the  capitalist  world  market,  some  oi  th-e  pai 
convertible  ■  currencies  uould  lose  their 

non-convertible  ctirroricles.  For  this  reason,  foreign- 
trure  organl.2ations  of  tlie  USSR  must  take  into 
DosBiblo  currency  risks  when  concluding  trade  credxv 

trt^nsactions  in  the  currencies  of  bhe  "ifcu'emerclonea 
tries  and  to  adopt  appropriate  measures  to  preveae 
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CEAPTjm  VI 


TSCffiHQOE  OF  CX}KDUCTIKa  THE  DSSR*S  H-’TSEMATIOMAL 
ACCODHTBia  El  THE  STATE  BMIK 


In  corjforaance  t>rf,th  the  TJSSR's  currency  leg:i3latlont  based 
■on  the  principle  of  go'/emnental  motiopoly  of  ourrcncj'',  the  inter¬ 
national  accounts  of  the  USSFi  are  can-led  through  Ifce  State  Bank  USSR 
and  partially  through  the  Foreign  Trade  Bank  USSR. 

The  intemationai  accounts  'of  the  USSR  are  cairied  at  the  pres¬ 
ent  time  by  the  State  Bank  in  the  torn,  of  clearing  accounts  prescribed 
by  the  clesaring  agreearients  concluded  between  the  USSR  and  the  re  spec- 
tive  countri-es,  as  troll  as  in  tke  form  of  ordinary  bank  drf;fts  said 
transfers  outside  clearing,  vj'hica  take  place  through  the  agential 
accounts  of  the  State  Bank  USSR  in  foreign  banks. 

The  sns-jority  of  accounts  carried  outside  clearing  are  carried 
b5''  the  State  Bank  through  foreign  bajriks  which  are  the  correspondents 
[agents]  of  the  State  Biink  (or  the  Foreign  TVa-de  .Bank),  S-ach  ’Corres¬ 
pondents  exist  in  al.l  foreign  states  with  whom  the  Soviet  Union  main¬ 
tains  tradb  relations  or  other  foKns  of  economic  ties, ' 

'  .  The  ccrrespondmts  of  the  State  Bank  USSR  aj^d  the  Foreign  Trade 
Bajik  are  the  largest  and  most  sol3.d  banks  of  the  respective  countries. 
F,r.ij:5cipaHy,  these  b<'mks  ^are  private  corias,erCi.al  baif^s,  but  in  some 
countries  the  agential  authority  of  the  State  Bajik  for  foreign- trade 
accounts  is  also  conducted  by  the  central  (national)  banks. 

For  accoxmts  carried  outside  clearirig,  transfers  of  foreign 
currency  from  the  USSR  abroad  and  from  abroad  t-o  the  USSR  may  take 
place  either  through  ites  State  Bank* s  ' agential  accounts  in  forei  gri 
banks  or  threufed'-  the  .agential  accounts  of  forei.gn  banks  in  the  State 
Earl,  .  ■ 

Foreign  agential  accounts  are  current  aoeounts  of  the 
banks  of  a  given  country,  which  are  opened  in  'tts  banJis  of  other 
cotmt3l.es  .for  the  puipose  of  fulfilling  payment  ordex's,  transfers, 
letters  of  credit,  commissiens,  bills  of  collection,,  ami  other  orders 
placed  by  barks  on  oxxe  anotlier, 

■It  is  necessary  to  distinguish  betweeji  agential  accounts  *'Kos» 
tro*'  (cur  accounts)  and  ''Loro”  (their  .accounts)*  Fx'cm  the  point  of 
view  of  the  State  Bank  USSR,.  agenti.al  accounts  “Hostro"'  are  those 
accounts  opened  for  the  State  Bail':  in  .foreign  banks,  Agei'xtial  accounts 
■•‘Loro’*  ax'e  those  opeiied  for  foreign  banirs  in  the-  State  liank.  From  the 
poin.t  of  vieifT  of  the  respective  foreign  banks,  the  State  3an5£*s  *’lIos- 
t'ro"  agential  accounts  opened  by  it  ixi  those  banks  will,  be  "lore** 
accounts  to  those  banks?  and  the  ‘^Loi’o**  accounts  opened  in  the  State 
Bank  bjr  the  foreign  banlrs  will,  to  the  foreign  banks,  be  **K'ostro’* 
accounts. 


A 


Agential  relations '  beteesn  the  State  Ber.k  (oi*  Foreign  Trade 
Bank)  'and  foreigii  bank: s 'can  ba  bilateral  or  unilateral.  Agenti.^. 
relatirsns  hare  a  bilateral  chai'acter  'fehen  the  foreign  bank  in  rrach 
an  aocount  is  opexisd  for  the  State  Batikj,  opens  in  turn  an.  sger;tial 
geco-'Int  in  .the  State  Bank,  A.gentlal  r8l.ations  are  tmilateral  v*en 
an  agential  aocoimt  is  opened  for  the  State  Bank  USSR  in  the^fopign 
bank,  but  the  foreign  bank  has  no  s^ich.  acoeunt  lix  the  State  Ba.nic?  .or* 
the  .foreign  bank  has  an  s.gsntial  account  in  the  State  Bank  but  the 
latter  does  not  hare  such  ah  account  in  fixe  foreign  bank* 

In  the  ooimtries  vith  which  the  USSR  has  no  eXeardng-type  ' 
payr-ent  agreeaents,  in  the  State  Bank’s  agential,  sccouats  ’llostro'' 
in  the  foreign  banks  s-tb  deposited  the  amounts  received  in  papiont 
for  So'/iet  goods  sold  in  these  countries,  as,  fjcll  as  axiy  other  laone"” 
taty  sccruerlents  deposited  to  the  credit  of  Soviet  fcreign-trs.de 
organizations  and.  gov'eniEsental  inst.ituti0ixs  of  tne  USoR  xn  the  res- 

pect3.ve  countxy.  ’  .  i .  ■>  ' 

For  the  asiount  in  foreign  currency  depovaited  in.  the  agenuial  , 
aoccmt  "Mostro”,  the  State  Bank  opens  in  foreign  bank:s  latt@r«of 
credit  acc0a.nts  and  effects  on  order  from  foreign-trade  orgauiKa- 
t3ons  and  other  Soviet  eeonoaic  organisations  a.nd  itietitiitions  ps.y- 
lEcr.ts  to  foreign  suppliers  for  the  .goods  purchased- from  them',  pay- 
ffif-.’.ts  for  trade  and  tran-sportation  expenses,  for  interest  and 
l:li.:;Ci idat'.l.on  of  credit  obligations,  as  well  as  effecting  monetary 
transfers  of  a  non-trade  nature  from  the  USSR  a.broad, - 

.Sosi3  of  the  accounts  for*  Soviet  export  and  non-trade,  opera.3;ions 
may  also  b.e  can* led  rai  agential  accounts  ‘'Loro-'  opened  in  the  State 
^ukk  by  i’oreirii  banks.  Mius,  when  the  foreign  bank  has  an  agential 
account  3.n  the  State  Baink,  foreign  buyers,  of  Soviet  ^port  good.s 
c.ai*i  open  through  the  r3Spect3.ve  banks  letter-of-credit  accounts 
in  the  State  Bank  USSE  and  can  also  effect  through  this  bank  other 
payroants  in  f3.vor  of  Soviet  econordc  organisations  and  institutions. 
For  J^'xAr  in  the  *'Loro”  accoants,  tire  State  Bank  can  also  effect 
pa-nt;ent  orders  from  .foreign  banks  for  non-trade  operations*  _ 

In  all  C3.SSS,  3^.,  order  that  a  ffufficsxent  surplus  be  exeafccC 
the  "Ijcro"  accoimt  of  a  foreign  bsiik  ixx  the  State  Bank;,  agaxnsb 
which  account  the  State.  Baxik  can  effect  orders  from  it.$  foreign 
agent  for  letters  ©'f  credit  and  transfers,  it  .is  necessary  that  the 
fo'**ei®'n  bank  first  depo.sit  the  corresponding  am.dunt  of  xoreign 
curreiW  in'  anot.her  «Hostro'*  account  of  the  State,  Barsk  in 

the  given  countr;y,  .  . 

Tims,  even  as  regards  osrryiag  oerta/xn.  payRients  an  a 
acecuni,  the  asicunt  of  foreign  currency  has  fxrst  to  be  deposited  ijx 
the  lostro"  account  abroad  of  on®  or  another  foreign  agent  of  the 
State  Banlc.  The  accmmlation  of  funds  in  the  "Loro^  accounts  of 
foreign  banks  in  the  State  Bank  USSR  may  also  arise  ...from  deposits 
I  in  those  accounts  of  foreign  cui’rency  otxed  by  Sovi,e.t  buyers  of 


i 


!“*“  -  4^  nrosrribrad  in  the  iWjptraot., 

*  foreign  goOcs,  if  t-i.^..  ^4,,  State  Ba'i*  can  ta  cpensd 

S  S“£“S  ds,  b,  =i«b*  : 

i.B  !r«ixbl^s  or  iii  forsS^ts.  cr-^di't 

.  t-.£  oSlr  UonrsS“^?fcoS^b  Wnhhions'.^^ 

Bi*  i-PJ  . 

ill  roreipi  bsris  mipiuaw  of  ^b  ^ 

,  'T‘:  SflM  ^t|Stib"to*n«o,ibbs 

bartib  fora  part  of  «lb  TO  W 

"Ao  forei^-traoe  m4  cMiio  obiuat.0113  ^ 

expressed  in  various  foreiGb  stpto  of  its  ourveriiy 

^  «rt  ««-tobii-  ■ 

'gatioiis_  ^  ^^‘■*^f^f.'^rtr+^tha^e*oT3erat^  it  is  possible  for  tt.©  State 
^  In  carrying  ont  Ua&e  ^  %  +v«  nVoR*.,  balance  of  pay- 

^,er«“tSbSa  S2i5"do^brts  aotoil  a's  pajaorts  Aloh 

ifirAaSotbho  --rps  of 

foreign-trade  accormts  I taS^S^fS^t4 '^central 

b4nk3  of  the  respoctiw  coantrtes  as  t.ell  ^ora 

by  the  foreign  central  banks  for  ths  State  Bank,  are  a  ..p-icj. 

‘^'’"•^.SS^Sortsbt  feafero  dirtlbguishtag  oImA-s  ucoouut^_^_ 
from  rcplsr  agootisl  aOOTmts  bjfb  legfl 

t-tis  ■t'>*-“E?.f  “?5«  f.“S2b  i«‘’Slcl««'b  elebrtoR  agro«s»t  ^ 

perriiM  r-  oleurtoi  is  .rejard- 

betoken  toeiiisei^.6Se.  a  clc^^ariXir  asrree- 

.d  as  an  action  .of  If 

siont  betwoea^tha  directly, 

those  countries  isay  sei.t».e  a.xo-.  -  the  banks  of  the 

«itk«r<iit  thf  narticipation  of  tas  oanks,  or  .  Oirongn  nne 

Ib  this  CIS*,  the  «PP«pMb»^  scooubtlmg  will  bo 

rs?2Sia“hgrlor  ogoutul^bcoounto 

^;\S2akied  o^r  bPbb^bS  « 

bMbcs,  through  the  olourtne  b«buhte  w.t^e  p.^ce 

nayments  of  mdsfcr  those  operations  wbieh  «re  pr.^scrxo.jo 
clSiing  agreeiBsats  >tlth  the  re-speotive  oona-rie.^. 


file  egentlel,  relates  of  tte  VSSS  Kith  foreign 

■bark's  as  r‘-''‘gsrds  clearing  agreements,  have,  as  a  rtile,  a  Dxxa  .,erax  ^ 
Ltore,  as  in  almost  all  of  these  agreements  the  douhle-accotmt  syo- 

tern  is  usedo^^  dortile-accc^nt  system  -the  teehnivtae  of  clearing  account¬ 
ing  prescribed  in  the  USSR’s  res-^^ectivs  cleoartng  agreeiaetits  w..,th 

capi  tel  ist  cotintries  consists  §f  ,  the  folloiring.  .  .  . 

^  Soriet  foreign-tmde  and  other  ecoaomc  organxsatxo.i..  and 
institutions  deposit  the  amounts  they  owe  to  tee  fims,  organiza¬ 
tions,  and  institutions  of  the  other  country  for 
ser'/ices  rendered,  and  for  other  operations ^encompasoei 

iti  the  specie.!  (clearing/'  accOuXit  oi  t.  >  r 
bS^‘S  bhf  other  countr/  which  has  bean  opened  in  the  State  Bank  UcSH. 

in  tezS:  the  araounts  owed  to  Soviet  fore-ign-trade  organr.atxons 
and  other  govsnmental.  o-rganisations  and  testxtutxons  for  goods  _aol  » 
services  rendered,  and /or  other  accounting 
Ing.  are  deposited  by  tee  foreign  firms, 
and'persons  in  their  o^ns'  country,  in  tne  special 
opened  for  the  State  Bank  in  the  central  bank  of  that  ccwn^rj*  -.ii® 
State  Bank  USSR  and  the  corresponding. foreign  central  bank^  _  ^ 

rotifv  one  another  of  all  aiaounts  which  have  been  deposited  m  ttose 
ijnecial  (clearing)  acao-ants.  After  recairing  such  notaixcauxon  the 
.'■tatc  BarJc  USSR  and  the  corresponding  foreign  central  bank  or 
iing  institut.lon  immediately  pay  out  in  their  o.^m  currency  tee  amount^- 
deposited  in  the  other  countey  to  the  ente^rises,  organisations, 
instit-itioi'is  and  persons  to  Vihom  these  .funds,  are 

The  technical  system  of  clearing  accounts  described  x&  applied 
at  -present  only  to  the  USSR’s  accounts  '«lte.  the  ca,pitalist  countries 
vr’th  whom  bilateral  clearing  agreements  were  coficlu^d,  w..<,n  tne 
chantries  of  tee  socialist  camp,  this  system  has  undergone  certe,.n 
eharj^ea  after  the  iritroduotion  In  1955  of  a  neif  form  of  accotmt-:pig  for 
and  import  ti’ausactioas  »-  tee  “bill  of  collection  witn  i^isd- 
teli  p.j.vuant“  form.  With  this  net^r  form  of  accounting,  the  transfer 
of  ^nds  in  clearing  accotxnts  begins  in  the  central  bank  of  the  cb^^- 
tiy  -i-rhich  has  sold  the  goods,  i.e,,  the  exported'  counter,  and  no.,  in 
the  bank  of  tee  buyer  (imported .)  country,'  as  in  other  forms  of 

accounting.  .  •  ... 

The  central  bank  of  the  (stporteg  countiy  pays  .  . 

the  seller  of  the  goods  Imediately  after  they  have _ been  prespted 
to  it,  and  debits  ..that  ^  amount  to  the  clearing  acemmt 
the  ba,nk  of  the  countrjf,  sending  it  tbs  goods  invoices  vOgeihe. 

with  the  Hotlfication.  •  On  receiving  teea,  the  bank  of  tne_^ buyer  ceun- 
try  collects  f rora  the  btiyar  the  amount  paid  out  to  the  selj.er  by  one 
bank  of  his  country  and  credits  the  clearing  acco'ant  of  the  bank  ox 
the  seller  countiy.  During  trade  operations,  the  _  , 

accounting  connected  with  it  is  thus  terminai-ed.  -ne  payjx>g  out  .... 


t.h©  seller  ijj '  effecte-';  b;r  tba  banJ-:  of  his  countr^r  independently 
of  the  status  of  tl;e  cleariiig' account  in  th©  bank  of.,  the  bxryor  coun«» 

Condtictii'ig  ibis  accourtirg  through  special  (clsarliie)  acesuists 
docs  ^ot'aifc'ays  Esant  boweTer,  that  the  Stats  Ea.nk  ceas&s  using  the 
services  of  its  regs^lar  foreign  agents,  i*e,,  the  prirate  coTmarcl.al 
baaks  of  the  country  with  which  the  cl®arln.g  agreesient  was  corclu- 
d.®d.  In  a  number  of  capitalist  c^ntries  the  central  bank  or  clear- 
ln.g  institution  carrs’ing  the  specMl  {eleaii.ng)  acciumfe?  does  mot 
ordanax-ily  deal  with  letters  of  credit,  hills  of  collect-ion,  etnd 
other  operatiens  connected  with  serricing  foreign-trade  accounts. 

For  this  raison  the  State  Baric,  despita  the  esistenca  of  a  clearing 
agroeaent  w.ith  a-  gd-yen  coiaittry,  ©pons  a  letter-of-oredit  zoomxit  and 
glTos  ..  .  bill-of-collection  authority  isiot  to  the  cahtral  ba:.*  car- 
Tjxng  the  Glcariiig  accounts,  but  to  privaie  eoiaBsrcial.  bAnks  . 
which  are  its  agents  in  the  rospsotive  country®  In  this  ca.se,  the 
State  Bank;,  giving  axiihority  to  the  foreign  ageat-bank  to  open  for 
the  State  Bank  a  let  ter-of -credit  account  in  favor  of  the  forei.gsi  ■ 
sitppli€>r  of  goods,  credits  ,  3.ts  ' '  spec tal  (clearing) 

aoccunt  &r  tlie  foreign  c&ntral  bv«mk  or  cltering  insti  tut  loin ,  gi’/ing 
the  3,atter  at:thorltj  repay  the  private  commercial  ban.k  in  which 
t.hcj  letter-of-oredit  acoomt  was  opened  ell  amounts  that  the  latter 
w.ri  pa^y'  oat  on  the  basis  of  this  lettar-of-credit  tc  th®  sellers^ 

With  bill“Of-collecti.nu  aathoriaatioh®,  the  private  co$®ar- 
cial  agsi'd-bsink  deposits  the  ais';0unts  received  froia  collecti,ng  on  . 
indices  for  goods  in  the  special  (clearing)  accwint  of  the  State 
Bank  wfci,ch  wss  tspensd  in  tite  G®nt.rs,l  baiil*:  or  clearing  instittitlor.  ■ 
of  the  rc'KpCi:;t5,ve  coimtry® 

If  a  letter-of-credit  accoiint  is  epensd  by  the  private  for~ 
eigsi  bank  the  State  B?:<ak  in  Moscow,  then  that  ba.nk  is  obliged  to 
cjoposxt  the  appropriate  amount  to  the  credit  of  Soviet  econosiic 
crgsnltations  ill  the  special  (clearing)  socouiit  of  the  State  Bank 
ia  the  oenbr®.!  b-anli  (cr  clearing  iBstituttoi’).)  of  i.t3  eorniiy. 

As  regards  clearijig  acoounts  wi.t'h  the'  sc'ontries  of  the  soe- 
.:ialist  CaBsp,  in  which  clearln-g  institutions  are  always  the  central 
banks  of  the  respective  courtrieSj,  soch  a  siteati,o.n  does  not  exist. 
The  centrsl  .bsi^ks  of  thefcs  courtri.©s  arc,  as  a.  rale,  the  ohly  banks 
of  Ehort-term  credit,  serviaing  all  for&ipi-trado  accouhta.  For  tliis 
reason,  bill-of-colleeticn  and  l.sttar-of-credit  authorijrations  arc 
given  by  the  State  Bsifek  USSE  dirodtly  to  th.e  central,  banks  of  the 
c-ountries  of  tb.h  soc;iaIist  caap. 

In  certain  capi.fcil.i3t  uonntriCvS  with  widch  the  Soviet  Un5.on 
has  oonciudecl  elearljir,  agrecoients,  the  possibility  ex?..st.3  of 
opening:  lette.r~of-err;dit  account-??  and.  of  giTl.ng  bilX~of«collectien 
authorizations  to  the  csnt-ral  barks  of  these  cD'antries® 
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r  Yan-ous  .^cial  S'S'lSte 

w>d.?h  do  not  pass  i'!^l.Tn?r  -c’c-nmt-s.  Such  accopnts  are 

Earf<  one  ml  credits,  receivable 

nsxrally  e&tablxshea  ion  l  eix-wcxxoi.,  ,.. , 

and  payable  by  the  Soviet  ^  .  s^retlr  es 

In  addition  to  t-arr, actions  ar,on,c  the 

estab’Jahed  tor  the  aocotle  preside  e  hatter 

socialist  countries,  bach  .r  ..  -  -r-rtiint-ira  and  tie™;'!'-  better 

„  means  of  controlling  the  ' non-trade  accoi'nto 

vrith  the  cargo  shiments.  tto'nrPh  the  Foreign  Trade  Janh 

are  condnctedy  as  \.;Xth  fo’-elf^n  hanks  for  , 

■  XISSB,  T#ich  rnatnta;1ns  agential  relat-tono  n^i^n  xo-  .,  .  , 

this’onrpose.  _  '  acco^mting  of  the  IB3H^  ■ 

The  cona-'cn  oi  all.  internai.i^.r  the 

tbrongh  the  State  r  ank  *f  ^  pf'the  inont  iroortant  advan- 

resenirces  constitute  U-o  oi  1  h 

tei^roi  the hoes  aliht  OThtw  of  International  ncoom.t, . 


OTlJ  C5bapter  ni  Is  not  included 
in  tills  translation*] 
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lOTERKiTIOKM^  CREDIT  RELA.TIOMS  OF  filE 
USSR  Af’TER  THE  SECOID  WORLD  ¥AR 

with  Capltaliet  CamzitriQs  during 

After  tile  vlctorioue  ending  of  the  Oraat  Patriotic 
War j,  wfeloh  resulted  In  the  complete  Eiilitary  doatructlon 
of -  Hitler  ,  Oermapy  and  iai^erlaliet  Japan »  tber©  eroae  fea- 
fore  the  people  of  the  0SBR  the  urgent  problems'  of  'speedy 
reconstruettOi;}  of  the  stricken  eraao  of  the  country  end 
of  i»ebulMins  end  markedly  raising  production  In  tedustiT' 
and  agriculture.  ■  Solving  these  problems  vas' 'indlaponsable 
for  the  further  progress  of  the  USSR  toward' ooEauunieH, '' 
whlsh  had  been  Interrupted  by  the  wai*. 

The  treacherous  attack  of  Hitler ' §eraa^y  had  in- 
.  flioted.  ytpoa  the  Soviet  economy  heavy  losses »  which  to¬ 
gether  with  w.ar  expoadltures  aud  teapora'ry  losses  freu! 
Industry  and  agriculture  In  the  occupded  sones^  ran  to 
P,o00  blllica  rubles.  The  raestabllshiaerit  of  this  war- 
damaged  n'atlonal  economy  required,  expenditure  of  vast  re- 
, sources,  the  alae  of  which  Can  be  Judged  by  the  capital 
inveatffieat  flgui'es  of  the  first  post-war  five  year  plan. 
Shanks  to  the  advantages  of  a  socialist  economy  and  the 
economic  vS,gor  ^nd  independence  that  it  had  attained, 
the  USSR  was  able  to  solve  these  probleaa  with  Its  owe 
.resources.  These  capital ' investments  were  made  pose ibl® 
by  accumulated  ourplug  funds  and  the  resources  Of  the 
Soviet  eaonoffiy. 

However,  this  did  not  ffisan  a  refusal  to  make  use 
of  foreign  resources  In  the  form  of  imports  of  industrial 
equipment  and  other  products,  when  such  Imports  could  help 
speetj  up  the  tempo  of  fulflllmeat  of  the  goals  set  by  the 
5  year  plan.  One  eondltlon  which  could  favor  a  marked 
Inereas© In  Imports  to  the  USSR  after  the  war  was  foralga 
eredlte.  Th.e  Soviet  goverrment  did  not  refuse  foreign 
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fe  fit'-  termiii  ®diJsid®rlag  tsot  only  its 

tSmllatf! ‘laterMt-s  Is  AweloplEg  the  Soviet  eems^, 
v...,t  eiosGi  til?*  feet  that  forsiga  tisSj  to  tiade  and  e^©” 

«  Semi  rl,-lrte  of  the  oontvaotlog  pertlOT, 
favor  tHo  devaXopaant  of  lj>t®rc6tit®al  ece»om*c  oo.ijie.* 
atloB  &ml  ®tr@»6tha?  ia%mmn.%lGn&l  paaee..  .  ^ 

Til®  Soviet  goYtrasieist  aeTsr  ©h^aoied  to  ^ 

©f  forsl®  ero&ita»  and  Ih  pai'iiietslar* 
tl/as.  a'meaB®  ©f  aoeelW'ating 
EowQTcr*  tfc-6  So-rlet  mim  isnoeeadad 

ffiiss  that  ih©  torffis  of  th®  eredlts  should  »ofe  ha-^®  a 
aarfile  character  aM' should  sot  l@ad  t©_^  the  aecsosi®  . 
e.M  polUleal  ©nela'^eEent  of  the  ^dtbtor  hf  th©  creiitor 

sd-^aatage  of  US  srodlts  t©  epfad  eco- 
v^fisaie  rsaorsStraotlOB  In  the  USSR  seoiied  Iripossihi®  aa  a  ^ 

res^'^lt  of  tt!e"'h.'aiilliattiipr  eoaditioffis  that  reactionary 

Srele©  ia  the  ®  strode' to  Irapose  on  borrower 
rr/dsr  "their  Influences  forelgia  credits  hmm& 
weapone^of  Imperialist  e3tpa®.sloti  ■ 

rf  ©uto  In^^at  th®  debtor  net  Ions  aad  ^ 

■  their  IclmmU  m&  political  latoreste 

r.-f  the  flnaEClal  ©llgerchj.of  th© 

After  the  Second  World  War,  with  th®  ’^orxa  apllt 

Into  two  ©asps*-  the  ruling  elroles  S’ tl'" 

%l-.e  i!iit;erislist  and  eotl^doi'seeratlc  . 

crtreaolj  hostile  position  toward  th@ 

whole  woi-ia.  Oae  gaalf eetetloa  of 

ir.  leiU®  1946.  the  t!S  gwewt  :»llet«aiy 

ShS?  wwf  tIS  vlolatirk  !te  oMigatlone.  Otl>®?,f  Jl* 

I'aetations  of  US  hostility  toward  the  UaSR  were  1=^8  la-* 
taSSSao®  la  the  a©irlet«.lwedieh  negotiations  eoncernijag 
of  trade- &M  ' credit  -(the  aim 

of  ^tlxs  tfS  feting  tfee '  dlsrii3ptl0P  of 

tha  us  goTera®tat*s  rmarclatioa  @f  th®  a0ylew”'-^a«-'-’rl  ^- 

-attempt  ;to 

■  elusion  Of  trade  and  credit  agreoaont©  between  the  UbM 
siid  Swedon  and  to  divert '  Sweden  from  ®-^ 

with  th®  Soviet  UaloK  failed*  a®te  #1^^ 

-less,  the  rullns  oirolsa  of  the  US  continued  uelng  pres™ 
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sura  on  S*s?©dish  laanufaotnring  and  banking  interests  In  order  to 
disturb  the  noKiial  eoursa  of  fu3fl!t.ljaeriv  of  the  already  con¬ 
cluded  credit  agreement.  [See  note] 

([Hote:]  Pravda,  3  Scpteraber  19^.  ^’'rne  Question  of 
SoTiet-Swedish  Trade  Negotions.'*  Also,  *■’!  Stradish  Newspaper 
on  the  Interfermc®  of  the  fJS  in  USSR  Trad©  Kegoticns."; 

#2.3  ,  Strlytag  to  . disrupt  the  conolusiosi 
.  by  Swedes  of  the  tradie  &ad  credit  agreeiSeate  with  the 
Soylat  Uaioa  the  goyai!*rs®eut  of  the  US  officially  latar- 
fered  its  the  SQvlet-Swedlsh  trade ' neaot iatloaa ,  direct- 
lug  to  the  Eoyerriaents  of  the  tISSR,  and  Swedea  oa  17  Aug- 
uet  19A6,  a  »ot9  ufjprocedeRted  in  l»ter»atl©Eal  relations. 
Xb.  this  note  the  ITS  goyenaiaent  called  the  atteutioa  of 
the  USSR  ard  Swodea  to  the  fact  that  it  would  be  disad- 
yaptaglous  to  both  sides  to  eoaclude  bilateral  long  ter® 
trade  agreosneote,  that  that  wouMj  so  to  sp^sah,  lead  to 
' trade  discrimination  agaiost  thirnl  countries  aud  would 
•tepalr  the  aias  and  purposes,  of  the  plennad  Interaatleual 
©obfarenca  on  business  and  trade,  flie  interference  of 
the  US  in  the  Soylet-Swedlsh  trade  negctiat-lons  through 
an  .attempt  at  o-atrlght.  violation  of  the  sovereignty  of 
the  a'egotiating .governments  was,  of  course,  rejected  net 
only  by  the  USSR  hut  by  Sweden  as  well.)  ■  . 

Diai^egarding  the  credits  'received  from  the  US  in 
accordance  with  the  agreement  of  15  October  1945,  tied 
in  as  they  were  with  the  period  of  the  war  (1945-1953), 
new  credits  were  extended  .the  Soviet  Unloa  'by  only  oije 
©&.pltslist  couatry— Sweden,  In  accordance  with  this 
agreessent  .of  ..7  .October  19'?T6,  'the  govei'timent  cf  Sweden, 
©xtended  th©  USSR  a  .credit  of  one  billion  Swedish  kronen, 
to  be  draxn  upon  over  a  period  of  five  years,  fa  pay- 
moat  for  Swedish  supplies  of  industrial  equipment  and 
some  other  payments  by  the  ITSS.R  In  Sweden,  (Pravde,. 

9  October  '194S,  ''The  Signing  of  Credit  and  Trade  Agree- 
taenta  bet-ween  the  USSR,  Sweden.'*) 

.What  these  Swedish  supplies  on  credit  were  to  fee 
■wes  provided  for  in  a  statement  attached  to  the  general 
agreement.  Included  were  such  items  be  hydroelectric 
and  steam-electric  station  equipment,  machinery  for  the 
ore  extracting  and  refining  Industry,  the  lumber  and 
peat  Induatr lea.  and, for  home  building  and  the  manu¬ 
facture  of  construction  materials,  as  well  as  locomo- 
t.lves,  fishing  trawlers  and  othar  types  of  equipment.  - 
Ite  addition,  a  small  jjart  of  the  credit  was  as  signed  to 
freight  and  asserblj  expenses,  technical  assistance,  and 
if  or  the  payment  of  some  .pre-war  accounte  of  the  USSR  end 

':  i.  ,  .  ■  ^ 
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■ ' '  '  -VroTlslo-a  vaa  also  fflade  iri  the  oreait  agreoffl©at' 

for  introducing  5  aftet*  due  oonsts-ltat  io«,  obanges  in  tho 
list  of  euppiies  to'  bo  paid  for  bp  the  credit.  'P'fa® 
prices  of  the  goods  cohered  by  th©  credit  account  wero 
to  eeteblls'ned  by  oontraota  based  on  agreeB.ents  aada 
between  the  foreign  trade  departiBonta  of  tho  USSR  ana 
the  S'^-edlsh  BTjpplylng  firms. 

Ib.e  credit  funds  for  the  fi-^e  year  period  were 
to  b©  drawn  uron,  as.  far  as  possible,  Ira  equal  parts,  ' 

1.  ..e,,.  200  alillon  broa,i©»  a  year,  fhe  ircissad- part  in 
any  glveri  year-  could' be  added  to  the  follo'fing;  y©s.r, 
•pro’^lded,  how0y'e.r  s  tfca,t  the  tot&l  stiHi  die*  noii  ©ro6tjd  300 
sllllori  bronen  for  any  one  year,  ^  . 

fit®  follo-rfing  terffia  for  the  repiifffisat.  of _  the  xo^ 
ware  provided  for  in  the  agreeffient.  It  was  te-  bs  -liqui¬ 
dated  in  15  roara,  aad.the  official  rat©  of .interest  was  , 
.sat  at  isinuelly.  Howe'^er,  Inasmtich  as  If  was  etlpa- 
lat.ed  In  the  agrecffient  that  there  should  be  no  lnter®s« 
cha.rge3  for  the  first  thjee  years,  added  to  some  other 
stated  oondltlcos,  tb©  ew'eraye  interest  rat®  was  aotn- 
'  ftlly  about  2.375^  annually.  - 

The  arrangements  of  the  Swadlsh  loan  of  1:^4;>  wore 
'sot^ewhat  different  froa  those' of  the  stellar qlosn  ex- 
te-^ded  to  tbs  USSR  by  Sweden  in  1.940,  Under  the  1946 
.afsreemonty  the  USSR  fra.de  Mission  in  S'w«a.ea,  as  -the  ne-to, 
arose  for’mnimB  to  B©tt'le  acoount-s  with  the  supply 5.ng 
firms  for  goods  payabl®  under  the  terms  of  tho  loan, 
and  also  to  make"  other  payments  proTldod  for  in  the 
tz'«atr,  gava  promlssorT  notes  to  th©  Swe'dish  Gpt0rtom.eat 
Bank  tsikebank).  fh©  latter,  after  »akiri|  approprlste 
■Da’-^ments  to  the  Swedish  creditors,  entered  th®  at®  paid 
out'.  8-s  a  debit  in' a  special  interaat  free  a® count  which 
was  opened  for  tbs  'USSR  ?raa.o  Mission  by  SwadeK.  .  At  : 
the  end  of  each,  quarter  th®  Trade  Misa ion  w-as  obliged 
to  liauldate  its ‘indebtedoesa  through  a  ©pedal  acoou'ot, 
handing  O’? ©r  to  the  Swedish  got ©raro.ent  15  year  promls 0 -cry 
notes,  Th,®  DroKlssory  notes  Bl§ti@d  by  the  frade  Mlrsion 
w<5r>e' made  out-  In  tho-n-am©  and  to  th©  order  of  th©  Sve- 
dish  So^ernment  Bank  la  amounts  of  100,000  kr on ©h  or  -, 
multiples  thereof,  fhe  ter®  of  the  credit  m  figured 
from  th©  gfomeat  t'h®  prosale-sory  notes  ware  issued . .  ffc.@ 
in+erest  ok  the  promissory .notes  .was  paid,  after  the 
fhlrd  year,  at  the  rata  of  3%  amTually ,  pe.yable  seffli- 

anmmlly.  •'  .  ■  ,,  . 

ThfS  liquidation  ©f  the  proalssory  notes  could  be 
acooiEpllshed  through  Swedish  kronsn,  th®  pracoods  ©1  th,®  _J 
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eBl<^  of  Soviet  goods  ■!»  Sweden*  or  "bj*  iseans  of 
converted  curranoy.  The  privilege  SWo-« 

Soviet  gover-Biaant  to  llquluata  its  obllsations  before 

the  aspiration  data  me  Kf-wa 

To  belp  llcx^idate  the  oblig^^tio^a  t‘>0  ^ 

dle;ii  arsversOTefit  ai  Burned  the  reaper  a  iblilty  of 
wSlIs  for  tfes  teportrflOB  fr=it.  tM  CSSS  of 
is  wsra  usuallf  Impsrtoe  Intc  8->!.s«,«n.  . 


aPd  settlement  of  &coomts  with  Bwed.a3h 
through  &  clearing  mmcf  which  was 

agreesent  dealShg  with  th®  exchange  , 

Eenta  between  the  two  countries*'  On  the  ' 

the  liquidation  of  the  loan^  and  the  mjmen-  of 
were  condacted  tM’''ugh  a  baiencing  of  Biccoants  with  th-; 

to  note  that  the  credit 

with  SwedeP  was  tied  to  an  active  extension,  a  five 
v#5?4r  ter®,  an  agree® ©fit  on  exchattg®  of  goocts  ana 

Srewti  oonkuasa  7  SaptsalMr  1940.  Ir.  this  s|r««a«t^ 
irovlato!!  WS3  macla  for  both  sides 

tbe  lists  of  orSirs  for  mer chared for  b-  Hs.tivi  . 

period. Swedia'h  loan  of  1946.  belcnga  le  the  category 
of  purely  flaaPcl-al  eradlt.  'Also  It  was  purely  a  gov- 
smleat  lean.  Both  the  lender  and  the. borrower  are 
ffevernnerts,  In&sauch  as  the  Swedl&h  Sovernmeiiu  -o^oL* 
through  whlsh  credit  was  extshded*  was  .&«  or^R  oi  the 
Si^edlsh  governfflent-i  4ust  as  the  fx-adn  Miesiou  ^f  tti© 

U-35®  to  Swed^?:!  was  ea  organ  of  the  doviat  government ._ 

'  ®t€'  loar;  had  a  strictly  epedflo  character.  Ih© 
use  of  th®  loan  waa- Halted  to  orders  £or  foods  and  «- 
psadltures,  all  listed  in  th®  statament  sttaohe.4  to  to© 

'  prlBClpsl  agrS'OS'ent*  -  ■  ^  ~o« 

®i©  Hut  of  goods  contracted  for,  eubject  to  pa/» 

m®nt  froia  the  credit  funds,  4?*" 

the  oxnorts  frois  Sweden,  but  silpuHted  an  obi... gat*  n 
on  the"  part  of  th©  Swedish  .goverment  to  cooparate  as 
as  far  as  ws,s  S.fi'  its  power  la  et  Imu-latlng  orders  for 

as  It  turned  out,  only  a  little  more 


'  AltbousEhj,  as  It  turned  out,  only  a  little  more 
than  half  of  the  Swedish  loan  tvas  used  uP ^  H  ^ 

•noBlttv©  role  in  reestafollcfeiag  and  proffiotiug  Inter¬ 
national  accnoialc  ralatlona  disrupted  by  tn©  oecena  ^ 
World  'W's.r,  and  ccafortied  to  th©  economic  ©rests  of 
both  th©  soviet  Dnion  and  Sweden.  . 

As  le  well  teown.,  after  the  war  th©  ruling  ■ 
eles  of  the  OS  adooted:  a  policy  that  was.  o&atT&tj  to  th® 
L  .  . 


itit.ereats'  of  interBatiottal  ^eonotnlc  cooperation. 

union  BXid  the  poople'®  deffioorsclas  ihay  a-  : 

;  dts«»t.a  trade  r.- 

latlono,  and  promoted  aooBOffilc  and  ^  ansi  ai  bey  cot 

In  soite  of  the  oohfitloas  loss©®  iKi-iicted  oj  tba 
war,  the 'Soviet  .ObioK,  In  a  short-  historic 
bllshed  its  national  ©Qon023|  with  Jts^owi  irf'fyi'?4©r 
funds  and  resources  and  went  far  ahoad  lu 

econoss lo  development .  fh©  ^  ?\ eL4  ef » 

dustrial  production  was  reached  two  and  a  L 

ter  the  coRoluslon  of  the  wap,  aad  In  tne 
rose  bv  more  thaa  fourfold* 


grandiose  program  for  the  growth  Qt  ■ 
year  plan  adopted  by  the  21st  Congr® 
Party  of  the  Soviet  Dhlon  for  the  y 


fSrtSi  ?GihlS»t-of  t.e  5/eaf 

23 st  Consf-Pass  of  the  Communist 
■eers  1959-19^59  show 
cIiak;%fltS  ^h^t^^aSi'tempo  the  Sovl^  land  Is  ■  . 

py  oachlng,,  C  offivaisn  lam  0 

CrNoteil  Rateriaiv  vrteaeberedncaP,.XXT_sXh§24sJ^^ 
(Materials  of  the  iStraordinary  S.gt  Congress  of  the  CPSU),  Moscow, 
State  Pablishing  House  of  Poli-ticsl  Literature,  1959,  P®-g®  io>«/ 

Tne  iKprsseive  ecoaomic  successes  of  the  USSR  ^ 
and  of  the  other  eocialiet  couatries  are  the  best^  testl- 
'Kcriy  that  political  diBeriminatlon  and  financial  boycotts 
oorifiroted  by  th®  ruling' groups  of  the  US  and  several  _ 
other  oanltaltst  governsents  against  these  covmtrA®®  siere 
•  notsble  fa-ilur-es ,,  "and  will  never  be  able  to  atop  th# 

Tnes®  IIS,  groups,  which  bear  the  responElOil.tt|  for 
this  policy,  have  for  a  long  time  comforted  themssives^ 
and  their  MAfO  allies— as  Is  pointed  out  In  &  staa-sment 
of  fasa,  la  July  1959—^^11  hopes  that  staging  trade 
with  the  USSR  and' the  other  socialist  countries  wx.i.i 
bring  them  to  th®  brlnlc  of  ©eoaomic  disaster  or  at  least 
will  put  the  brakes  on  their  continuous  advai^oe  on  toe 
road  of  economic  and  teehaical  progress,  inoee  hopos 
were  dashed  long  ago,  A  etrlhing  confirmation  of  this, 
e.lorig  with  the  remjtrkabl.e  increass  In  px'oductloa  m  tne, 
U3BR  and  other  socialist  co'sintrie®.  Is  th©  discovery  ih 
the  USSR,  even  before  In  the  US,  of  .th©  use  of  feytoogan 
■energy",' the  latinehing  of  scientific  earth  sat #1*. it es 
into  coamic  space,  and  th®  creation  of  Ipteroontlaontal 
'balllstle  rockets,  which,  to  date,  the  US  does^not  have, 
(Seo  .report  of  Tass,  ‘'iforcTs  and  Deeds  of  th©  Up  Sta,t© 


DcTiartm'ent,” . asd  Jiilj  1959 •) 


I 

Af'-'  or  w^sy'ia  War  IX  tb.e  iotlet 

Af^er  woria  m-r^  ^  cre^^its  from  capitaltbt 

a  dabt&r  oomtry  ^  A’alcfe  tH«  tampfi  ite  s'so- 

lit  order  to  accelerate  tat  tempw  v a  ^ 

Bomto  «svelopiaer.t,  Into  a  "^"^^““giJeilmonte  »P  - 

.  i“§o?tr^r-  irt^srpStir^rSfodVoam 

gofersBeat®^  tha  #SSE.-  ftm  ■■ 

general  lastex*a  dollars  waa  grafted 

IB  1934  a  lor..B  of  8  stS  credits  had  es-  tbelr. 

f\irlEer  o®  de?elopB@B.t  ii2.  these  eo'm« 

alls  the  proraotiag  f  „« ‘«f*  their ^d@pSHid©»oa«  '  In 

tries  mjd  the  str«ffiEthsBiM|  ef  tae«  -»  specific 

I^dltlos.  abort  term  orodits  were  t”;  ^,f 

exportable  gooda  to 

sale  of  these  goods  ®f.  UBSE  after  the  war 

aie  cbsrga  It.  the  role  of  . 

.  in ^  regard  .to  L  the^ f  o^at Iob  ©f  &'  , ' 

oTerythtog  els®  t>.^ gi^tloa  fro®  the  capl~ 

socialiet  system  f ® * s  E^pvhlic  a^d  f 
taliat  syEtea,cf  the  Chinese  r.  P  seid  4aia,  which 

r-opnlar  democrat ic  ^  'sQ^n^aVlst  d®v®lot®oht«  'fhe 

■  h&d  started  ob  the^^th  of 

SOTlat  UnioUr  fr^ns  te  debt  timt  it 

tnlXS  a  aoolallet  ««» Pen4er°4  a»4  1b 
0P»1  to  ’political  aBBlstraM 

to  ootshtri#®  which  fui^ishlBg  these  ©op® tries 

Ctee  form  of  tSI  dm-elojmemt  cf 

^Ith  credits  that  would  corner!  _  j«eeoBstr«ctiOh 

their  product  IV®  pewers  aod  th®  soclai-^sx  iec 

..  of  their  eo'firiOiEf.  .  .  .-h-  USSB  1b  IhtexTaatlohal  cre- 

ihe  ch&figed  role  of  -he  ^  ^ 

dlt  rslatio^®.,^®  ^®^fl.k^t^««iallat  eamp^  tied  to 


io  tie  oouBtrlcs  c«isB,  :, 

by  th®  ooBmoB  aiffis  of  "!ff t-l«B , 

h4t  to  a  BBffiber  of  from  0OI- 

co^mtries  !?,!Sd2cf  abdarJ  exF^erienoiag ,  ^ 

c^LfoVlfliS?!*.  baoa.Le  of  the  onnatUf actor?  l«ol 

©f  thoir  to  thes®  couatriea  became 

^P  to  ossa  pro- 

possible  thahica  fr-oir.  th®  raocesaful  foif 

T«  “o?;S  ”5  yoS  Klo^orplana  the  Inoroaao  J 

In  &  Bsi'e  national  lacoEC  ana  raaanta  fonSa. 


.  /// 


The  rapid  (growth  cf  all  branRhes  of  the  Soviet  ecoaois^, 
especially  of  hes:'iy  Industry,  fiakes  it  possible  for  the  Soviet  Onion 
to  set  apart  a  considerablo  qtiantity  of  ibe  p^oduots  Ox’  socialise 
mgraifacture  for  the  purpose  of  granting  credits  to  the  people 
cratic  countries  as  well  as  to  capitalist  couritries  with  underdev- 
elopad  sccnoffies,  without  any  daaage  to  the  progress  of  the_ Soviet 
econoray*  Th®  average  annual,  incroase  in  industnal  production 
the  USSR  for  the  seven-year  period,  1952-1958,  was  90  billion  . 

"rubles.  For  the  Sevsn-lear  "Pl.an,  i959"-1955j  tb®  planned  increase 
is  135  billion  rubles.  [See  note]  -  , 

([Mote:]  See  vsLeo^^rednpio 

(Materials  of  th®  E:«traoRixr>.ary  21st  Congress  of  the  CPuU),  Moscow, 
State  Publistang  .  Eouse  of  Political  Literature,  page  IbSW  „ 

Ta  it®  yol©  as  a  c2*0ditor  riStlCfhjs  t]i0  Soviet  tJijloa 

lEtarlably  follows '  tib  principles  of  rights  aaj 

Bsutaai  beLflt  of  th©  parties  ' 

wroeaia^ts,  respest  for  their  isat tonal  e©yereji.gB«y 
SJflnWfereSL  in  the  internal  Ilf ^ 

country g  the  same  principles  It  aiwaye  adne^es  tola* 
ecthoialc  relations  with  all  co^trles*  ^ 

fbe  USSR  Is  not  the  ordlaary  type  ®-“ . 

K?.itloai  It- la  a  creditor  nation 

dealDags  as  creditor  as*©  reflected  relctloaoMps 

of  coolallst  production.  In  th®  JLSL 

U;^-fC  with  socialist  countries  there  ar®*  .in 
a  nnshsr  of  new  aspects  spring tog  from  the;unlty_ of  al^| 
of  the  OBSR  and  thee©  oouatrlea 

sooi&llsE  and  comoiimlsm  and  J  oS 

latarlan  Irotematlonalism.  In  Ms 

national  end  colonial  quest  lope  f.  I-  J 

‘nroletarleh  laternat  local  lam  reoUires  not  ©my  the 

1?  tw  Of »», f 

nri@  (^oxmtrr  to  the  Interests  of  thla  stn^ggie  ou 

wor^d  wlft®  aeftl.i  lJut  alee  the  capacity  resdlaeCs  of 

rc'emtrr  Kbloh  had  already  oWalcsa  » 

to  face  the  gre.toct  national  cacrlflcec  for 

the  rttalBEcat  of  the  final  ni  coclallam.  It.  1. 

’  ta^RloSTtM  debt  of  the  progroosWo  nations 

Who  have  thrown  off  tb®  yoke  of  lisperialleffi  consists 
in  heTpinp:  tho  more  backward  peoples '.  to  pass  to  deae-  _ 

Savcy  and'^eoclailssa.  D-sweloplng  5i%i  * 

•wr‘n+,®  tn  ”lt  Is  ssseatlal  that  the  victor~ 

loua  proleterioat 'of  the  P2^®g.r®sslye  orations  should  give 
s-p-f 0  and  Ttrolonged  aid  to  the  working  masoos  of  th® 
backward  nations  to  assist  tham  In  the  task  of  developing 


■■1 

Gultwr&lly  ©rsa  secaoffiieally*  It  la  tseeatlal  that  it 
it  should  help  th©ffl  to  a  higb.®^  i;tage  Of  develoysRept 

a»d  to  overtake  the  uat lose  whieh  ha''#©  forged  ahead* 
Without  auch  halp  It  is  iaoossihle  to  bring  about  that 
cc">e%i6t©nee  and  fraternal  eodperatlon  of  the  worksra  of 
different  couatries  and  nationalities  leto  a  uBlted  world 
eeonorc'.y,  ao®ethirjg  which  la  so  eesential  for  the  final 
vIctorF  of  80clallaffi.“  (I.  ?.  Btalln.  Wo.diS.1 

Vol,  5»  pp.  58-59«) 

fha  principles  of  proletarian  internet  lonallsm  ar'a 
today  being  reallssed  in  a  systett  cf  autual  ocoaoalc  re¬ 
lations  between  the  TJSSR,  and  th©  seoiallst  countries,,  ■ 
Different  in  foris  but  alike  in  their  sociallet  dir  act  lea 
these  relations  of  eaoriOsBio  cooperation,  and  mutual  hal.p 
between  the  Softet  Union  and  the  eouhtblss  of  the  social- 
let  camp  are  built  on  the  foundation  of  tiieee  price Iplefi , 

The  prlaotpla  of  equal  rights  for  big  and  small 
nations,  of  fraternal  cooperation  aiid  mutu  1  help  finds. 
Its  striking  esEpreaslon  also  In  th®  credit  agracments  be- 
twesa  the  USSR  and  the  countries  ffieatlonsd  .above*  .  The 
Soviet  Union s  in  spite  of  the  huge  losses  Inflicted  upon'' 
it  by  the  war,  even  In  the  first  post-war  years  affoMed 
the  oountrlee  which  ha.d  broken  with  capitalism  end  most 
Be  ©dad  bel'D  with  deliveries  on  ei’edit'  of  food  atuffs  end 
raw  laat ©rials.  Later,  the  USSR  furnlehed  credit  In  the 
form  of  deliveries  of  industrial  equipment#  so  essential 
for  the  industrialisation  of  these  countries . 

Uredlt  agreeraents  between  th®  tISSH  abd  other 
sociall&t  countries  are  both  formally  and  Is  essenc# 
apreaments  between  the  goveraHients  of  th®  socialist  Goun- 
tries  themaelves  and  net  between  tholr  state  f orel.ga 
trade  bureaue ,  as  .separat ©  legal  bodlas.  Here  It  may  b© 
stated  that  grants  of,  coeaercial  er@dit  b,y  state  foralgn 
trade  bureau s  of  the  different  soolaliet  sountrles  to  , 
each  other  in  the  form  of  sale  of  goods  with  daferrad  pay 
Kent,  seems  ineitpedient  In  the  oase  of  intargovarimenisl 
credit  agreements.  OoEffierclal  credit  botwoen  atst®  for¬ 
eign  trade,  bureaxjs  of  th©  different  countries  wou3.S  only 
disturb  the  systematic  exscution  of  exchange  of  goods 
between  the  respect ive  countries. 

Credits  g-ranted  by  the  USSR  to  socialist  countries 
are  of  two  dlfforeht  types;  in  th®  forra  of  fi»aucl&l 
loans  and  la  the  form  of  credit a  for  Kershandtso,  Flush- 
eial  credits  ar.©  those  granted  In  gold  or  easily  convert¬ 
ed  foreign  ourrency.  To  distinguish  them  from  oredlte 
for  marehandiee  they  can  b©  called  eurrenoy  cradlts*  Cr® 
d Its  in  t'n©  form  of  good.s  are  f:>oe©  aupplled  directly  in 
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'  “S  , 

^  tijQ  term  of  delivorioB  of  deftette  iaercliaTidis^j.  C!.r  or©- 
dita  Biar'kefi  fos*  pa/msat  of  good©  disil-^^apod  by  the  USSR, 
and  also  of  taobnioal  aid  lint  by  the  USSR  to  the  bdr*" 
ro’*r©r  connstrles,. 

fae  objeot  of  currency  credits'  has  been  Es-ad  atlll 
3.0  to  help  th©  different  socialist  countries  overcome 
their  mTx^moj  dlff Icnltios  browglit  about  by  the  po?s.l0l®0 
of  the  capitalist  coantrleSs  and  ala o  to  provide  social-  ■' 
“  ist  countries  vrlth  international  purchasing  maans  to  . 
obtain  easential  Import©  from  capitalist  cohritrlea,  when 
such  Imports  osssot  be  paid  for  by  their  ©vn  ©Xpert©, 

.  I5url.h.«  the  first  years  after  the  eorolnslon  of 
World  War  II''slirrt-t©rffi  and  moderats-tem  loans  prsvalled 
for  goods,  a^ong  which  delivorlas  on  credit ' of  food-staff © 
played  an  ’  iBjpoi^tarit  'part  |  these  pieralttsd  tb®  different' 
popular  deriosratlc  countries  (Bulgaria,  Hungary Usisoho- 
Slovakia  and  Poland)  to  qtjlckly  liquidate  tba  eoEBequen-^ 
ces  of  crop  failures,  Credlta  of  this  'type  (gi^eia  loans) 
were  also  granted  during  the  following  years* 

I5ur3-ng  1947-1951,  when  the  countries  ©f  popular 
dsssocsracy  pasaed  directly  t©  building  ©ooi&llat  coma&is-. 
vcsalths,  til©  ssoderats  and  long  term  orellte  for  invest- 
E.'ant  were  of  greater  laportanoe,  fiiese  or-edits  ware 
gr-anted  for  the  papjent  of  dellverle©  to  the  soelallet 
eountries  by  the  Soviet  ITnlon  of  ladustrial  aquipassnt 
ani  aets-ials,  and  rendering  uemesaary  technical  aid.  ^ 
Paring  1947-1952,  credits  of  this  type  ware  r ©solved  bj 
Eulgaria,  Albania,  Cr,esb.eslovai:la,  Etimanla,  Hungary,,  Po¬ 
land,  tha'  Chinese  People’s  Re-rubllo  and  th©  Korean  Fee- 
pi'?*©  Pesiooratlc  Republlo.  Of  these  the  largest  credits 
were  t©  Clilna  and  Poland*  ..  . 

In  1547,  Poland  was  granted  a  currency  credit 
iu  the  form  of  a  loin  la  goM  for  27^9  mlllloii.  Affi.erleaii 
dolle.r0,  la  1948.  long-teriE  credits  totaled  450  aslllioa 
Aiieri.can  dollars  (1800''’’iallll©a.  rubles)  for  the  paymoRt 
of  Industrial  equlpmect  v?hieh  the^USSR  agreed,  to  dellT@r_ 
to  this  country"  in  tfc.©  period.  l$48-i95^»  1950,  Poland 

was  granted  a  supplem.ent ary  loa.s  of  400  million  rubles 
to  pay  for  dallveries  of  Industrial  equipment  durteg  the 
period  1953-1958*  _0a  account  of  these  loans  Poland  re¬ 
ceived  fr-offi  the  USBR  industrial  equipment  for  the  ¥.I» 

Lenin  ffiatallu^*gieal  p>laat,  and  planned  asid  built  with  tha 
aid  C'f  Soviet  ©ngiaeera,  such  eEterprlses  ©s  the  B.  Ber- 
uta  metaliurglesi  plant  In'Ohenstokhov,  and  factories ,  . 
like  Kostyuahko,  ’’Batory,’^  ”Pokay,’'  '©to* 

In  1948,  Osechoslovakia  was  granted  a  ourr-saey 
c.r®4!.t  in  gold  and  foreign  currency  for  132.5  mllllcs  J 

L 
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i^ulDlfeS  iSue  for  yepajaaiit  durlBg  1954-1963*  Cb.lK98® 

People  *  a  R®P'ablic  w&s  gratitsd  a  loan  Ir*  1950  for  .the  su® 
of  300  fflillioE  ATsericaa,  dollarE  (1200  mlllioB  rabies  at 
the  present  exchange  ‘falwe  of  the  ruble )  for  pay  a  mi  t  of 
deliveries  la  China  of  ©qalpsaent  and  materials  for  elec¬ 
tric  plants,  ®ets.llt.irgie  and  machirse  factories,  coa-  ■ 
mliies,  rail  and  autcfficbile  transport  and  ether  brsaiehes 
of  their  natlouel  econoray,  ftila  lorn  was  to  be  paid  la 
10  years-'-froEi  the  erd  of  1954  to  the  end  of  19o3*  Ta^- 
ins^  Into  accoy-nt  the  deatrhcilOK  In  China  after. the  pro- 
OpGJ!*'^t  lOTiS  ItiB  ‘t^TTX’korj  f  Oti 

the  loan  was  set  at  per  annh®:,  an  exceptionally  low 
rate,  fhe  1950  loan  cf' 300  mlXllon  American  dollars, 
is  th©  largest  econoffilc  loan  over  received  by  China  rroai 


e  foreign  government.  .  ■  .*1. 

During  recent  yearc  the  USSR's  oocperaticn  wxth 
the ' socialist  countries  continued,  to  widen.  .In 
anse  with  the  directives  of  the  aoth  Congress  of  the 
CoaiBtmlst  Party  of  the  Soviet  Union  w'lth  reference 
the  dOTelopment  and  streagthenlng  of  economic  t lea  viltn 
these  countries  s-  the  reciprocal  exchange  of  goods  bs- 
t^esn  the  USSR  and  these  countries  Is  Increasing, 
aidltion,  loans  granted  by  the  USSR _  to  thee®  soc^aljist 
countries  have  also  increased.  Of  these  loans'  it  Is 

pcs sible  to' point  out  the  followings  ,  « 

On  the  basis  ' of  an  agraament-  eoncludea  Octo¬ 
ber  1954  in  PeklKig,  the  USSR' granted  the  Qilneae  Peo¬ 
ple*  a”  Republic  a  new  long-term  credit  of  520  alllloa 
rubles  to  pa,y  for  increased  purchases  by  China,  in  th© 

USSR  of  indostrial' ©ottipment  an.d  other  goods  .  ^  Accor^ng 
to  a  statement  elgtjed  at  the  same  ^ time  th®  USSR 
to  lend  aid  to  the  Chinese  People's  Republic  ..n  building 
an  additional  15  industrial  enterprises  and  to  l,ncraase 
the  volume  of  deliveries  of  eq^ilpment  for  141  enterprises 
provided  for  In  an  agreement  signed  earlier,  th®  tbtai 
cost  of  the  additional  deliveries  being  more  than  400 
million  rubles.  .The  USSR  Is  giving  aid  to  - 

building,  asseabling  and' setting  In  motion  211  Industrial 
enterprises.  By  the\end  of  1957,  of  16 6  large  Beale  • 

I'm  Its  equipped  with  the  aid  of  the  Soviet  UKiloo,  68 
'its  had  "bean  whdily  or  jartly  put  In  operatlo.B.  P&r« 
of  the  Soviet  doliverles  of  Induatrial  equipmea'^,  in- 
ciudlng  whole  sets  of  equipment,  and  the  partlC'lpatlon 
of  the.  USSR  In  th®  restoration  and  reoorsstruct  ion  of  the 
giant .  ferrous  metal  Industry  of  China— » the  .  .toshan  Iron  an ^ 
stcrai  WO:rl^s  ottiGT*  •  . 

still  urder  construct lon--wer®  all  paid  for  from  the  xoan  J 

L  '  ■ 


a  credit  was  grafited  it  la  is.^rptr~ 

tod^of  "3  V^-'^®  ’b0giaaSi3-0  la  3,958,1b  of 

\Z  ^  /  1-3 -iiitiAs^tion  of  tK®  lcs«B  ®afi  tl3i.o  pey-^eat,  01 

serta.  lae  ©f  fsoods  frea 

iasterost'  1©  co’^srsd  ■  e- 

At  the '  re-qtsest  of  ta*;.  oes  18 

p-!e»s  n0TMhl%G  to  «?xtead  ®eo?io®io  aid  la 

ISr^tlabS  1956  a  protocol  ®lf  ^  kl 

wl  l;  maad'la  1956  for 

srfaltl  .’•%l;f  loS  to  ^ 

l{,«ldkt«4  W  «!“If  ’^gfUSIat  Sitt=  loia 

vas  2^  per  J™«®r  .“5*!;®  W**PAs,Bd' oB 

|?S?S®rtenIw  eartlai-'S  tw  fi™  of  eqPlP^tt  for 

tolrt  that 

-'m  fmm  15-18  Wmmh^Br  1956  hctwep  tu@  "V5*  ^ 

dSop-PtloJiJ  of  til©  TBSE  aj2d  fh©  Pfil^J-  * 

ST?f 

SI  rSeSStm  |oif  J 

froa,  the  loara  Srahtas  by  oho  !&>*.,  D3SE 

jol<;!iS|”L  po/tM  aCTeoBMEt  of  l6Ai«P»t  ’f*®' 

wio\“o^Joaehoa  S;  o<t3«t»ont  of  fW-^ciaX  |0oouEta 
¥o?  rallroja  trwortatlon.  ogrgey  pay^enta,  «to 

At  th®  same  tiae  to©  UJS&rt  .  f 

oreSlt  IB  the  fore  ,®®t*'*'^*pLs"nt*of  ttli  'loan  wiu^ 

b©  1e  eq,’-?al  “i-vg  ygg^  af;r©ed  to  graot  Pdlarid 

a"?c3«^t©r®^er^lt"of  Voo  alllios  'f’dbi©© 

,  Solfs'doiLaraa'br  tb©  JSSE  to  tba 

prctoojl  K*ati!all^  &€!  Liquids, t ton  of 

losiB  should  bs  UBm  <lur^|  ■:»:f «  a,  pooas  Sb 

th©  lo^^B  Bill  b©  Jt  ta  at  ■- 

1963-1965  la  tqbal  ara'cal.  partg  *  ^nB  »  ^ 

i%  per  °fSS®«"5g??«™rlS5  Foh-j 

two  loss  ter®  loaus  ca  the  basts  or  asi  ag..xeom?.,«ii  u,  ^  j 


ruary  1956.  Th©  first  loau  for  300  icllllon  rubles  to  Is© 

used  in  1956-1959  w&s  taarlred  for  supply  by  tlie  to 

Bulgaria  of  tractors »  cossbloes,  selectors, 

asid  other  agricultural  eachtoery  as  weli  as  pedigreed 

S*tle  'fhs  second  loan  for  70  asilllon  Cuhles  was  , 

grated  for  payment  of  eciuipisient ,  worls  on  projects 

ftSr  aspect!  of  technical  help  in  ^-^y^-ldirg  a  nttro-f ©r-  ^ 

tiiiaer  plant  and  a  o?  ?l«7 

^©re  on  a  10  year  ter®  at  la  the 

Bulgaria  was  granted  170,000  tons 

of  a  loan.  ®iis  was  to  he  ratmhursod  by  bulg^^^ila  TUth 

to  th.  CSSB  15S7-M59  ta  5PP5«1; 
mately  ©anal  anmal  deliveries  with  Interest  ot  per 
annim  also  subject  to.  payment  in  -kjhd. 

At  the  tiro©  of  the  talics  held  m  Moscow  15-^- 
February  1957  b©tw.f®c  the  Soviet  Union  and 
Bulgaria,  was  granted,  another  long  teni  loan  o-  200^ -^1- 
llou  rubles  for  the  development  of  various  branches 
production  including  the  construction  of  a 
.nitro-fertlllsser  plant  and  a  coai-draseine  ffii-t-l 
to  it.  a  le&d-slnc  factory,  and  a  choro4.oal  co&e  ^  , 

V ith  a  coal-dressing  sill.  Farads  were 

the  expansion  of  the  nitro-fertillser  plant  ^ 

troterad  and  the  coropletion  of  wom  o.a  salt  dopes  it  p  o 
leicts  in  Prevadka.  resaiader  of  the  loan  was  ear¬ 

marked  to  pay  for  So'v5;.et  supplies  of  necessary  ©pulp- 
sent!  help  In  deslgalRg  factortss  and  other  serv^.ees 

As  a  result  of  the  succossful.ppnc.iuolon  of 'fur¬ 
ther  negotiations 'an  agrearoent  .was  signed  aj-S 7  be.o©|b6r 
iQy.8  •for  Soviet 'oconoslc  and  teol'in.lcax  .aid  to  tii©  re.o- 
feVs" Republic  of 'Bulgaria  : In  'constructing  an  . oll-r®f  In- 
Hi  rplartt'?  1th.  prist Ision  for  the  roanufacturAng  ,of,  caes- 
IcIl^productE'  from  the  ..exhaust  gases .  ,To  »©©t . payments 
for  wfrk  o-a  the  pro j acts  by;  Soviet 

plies  of '  ©ctJipisent,  aad  roaterlals  froro  th©  JS.jR  tne  go- 
•f 0x-nmant"of  the  Bulgar-ieb  People’s  Republlo  -reciived 
fi-OE  the  USSR. a  loan  'af  130  million  rubies  -  at  for  . 
.liquidation  in  10  years  by  .supplying  Buigari.an  goods  to 

'  ii'fci©  USSR©  ■'  '  '  ‘ 

\  ■  During  the  'Scvlet-Ruroanla^’  hsgotlatlons  In  De- 
cembe'^'  1956,  "the  ouestlon  of  oconorolc  cooperation  be- 
twecn‘th!  two  countries  was  .ex.amined  ,ln  all  Its  aspects, 
la  connection  with  ..the  failure  .of  graln^  crops  la  Ru¬ 
mania  in  1956  the  Soviet  government-. agreed  to  comply 
with  the  reqveet  of  Rumania  to  supply  Ruroanla  during  the 
fl^st  half  of.  1957  with  400,000  tons  9f  Wheat  and  also  , 
i59,0C>0  tons,  .of  .forage  grain  with  payments  la  keeping  with 


1^7 


S!uS.f|S^at-a|.;^ 

ten  y ©era  tX'Oi^  ‘f  * :.  Il  |^h«  imR  W  Riwanla  of  tit© 

tto..  by  Of 

Iconoiric  intaraete  of  |!j‘  «.V  ' 

In  axMit'loR  r  by  sivtaal  agreement.?  n?«P  '  w^Irh 
on  earner  credits  granted  to-Rimmla  hj  %a& 

w»r€  sSb  1957-1955.  ««  '  '  '■  '‘'  " 

”  relating  to  tbe'-Jurteer  toolfPlobt 

of  llnKP's-n?*  tdie  ui^t>K 


products  of 
pond  to  the 


fC*'i 

m 


for  195? »  ■& 


tiotj-  -  -  „  ^  .  , 

W5tffe>  t 

and  streostbon  Ing  of  'tb'e  ^eoeiiomy 

agreed  in  1956^  to  grant  ruhleB  were 

.100  million  rvDlB».  -h^':  1^-  ;.n<?P  ^  f’«om  fn? 

pr 0¥ idsd  In  the  1  im&r economy  &Bp@c 

laxly  needed  ^cOKe,  ^ea-i.  cp.  ^his  loan  was 

and  40  million  ruble^  '’■*'' ion  by  sup** 
at  S0  por  annum  and  .waa  .;8«b4e^..t  -^^golxgjal 

I'-lios  of  .Kuags^riari  goode  to  tn.e.  J«>...J;-  aj.*.  .-Ki;  .- . 

■  in  Qml  me  of  tbs  ^oyieMuacsrlar?:  ;nj-* 

In  -  p  at- .. v %,?oete,  .^fter  the  liauld- 

;io*.trtlona  In  Koajo*'  “bhhhhsf  ilvSlt  In  Hungary  i 

.  is:  s«>iarss.:4 -  vip  £r 

tS  ncraallaatton  anfl  further  SevnlopBeot  o. 

of .  Hubga-ry  r :  to  enable  it  to  nov  oxij..} 


etc 


et  ^ 


the  0dOBOiB.y 

satisfy  the  grovrlag 
hat 'also  ^  tO'  guar-an 


Snterne.l  requireffiants  of  forel«  exohange 

tea  the  balaaclng  of  payments  lor  tue  roiO^gxi 
of  stoods  and  to  I’aise  tn.®  fy 
ula^lofit  the  USSR  granted  Btitig'-*! 

uMd  ?n  M57  of  750  Simon  ruhlos. 


tanahra  of  llvlni  of  I7.e  pop- 

a  long “ter®  ioan  to  be 
which  Inct'^xdfcd  kOO 


vfP.  <!5 


Billion  rubles  the  lo-tn 

a.ft  at  21'  per  annum.  .ln@:  lx,qUAa&.tioo  xu  ^xuc  x 

lii  1961  aud  will,  cent inue  for^a 
through  suppllau  of 
In  addition g  oq  account  of  ci&i 
rsoeix^ea  .in  195?  S^od-S 
f't  Z^,r^T-0n^v  f  rxjblos- 

SSf??;nrxSa'SsBl?r“oSJllnSjT  a  postponosent.  for 


The  interest  rate 

begl'QS 

period  of  10  ysars  ■  ," 

.,v  exportable  by  .KuaS'^ry. 
its  prertously  granted* 

R.«i  ■  trillion  rubles 
Th«a ,  in 


the 

R0- 


♦  +  +  jsr>m  tli(?  llc!Ui*Satlon  of  I’fcS  Obllg&tiOOB 

rSrSif  K  di« 

escaniptaa  Hungary  from  ^**>5^*'-”®, 

Of  aioro  tban  ona  blllioo  founts,  Jr® 

oorty  that  had  boeh  turned  over  orTyV^t.- 

Sov5et  share  of  it&  partlclpattott  In  the  conblue^. 

’’“^“’‘Sa'SSrwworatlo  Bepubllo  rooalvoa  f.-om  ttij 
USSR  in  1953  a  loan.  of.«5  atlHon 

135  ffiillion  rrblsa  ourreaoy.  Ihe 

@^t  on  the  lo®as  was  2%  per  fansi?®.  The  j.lqti...oatioa  of 
In  1953  m.\  contlBued  f  or  ..ti^fo  B} 

20  February  W57  the  aermjn  W* 
public  was  granted  e  new  Icatj  .In 

fo^'  340  wtlllon  rubles,  for  purcnaees  In  esplva.l;c8t  com, 
Slerof  goose  essential  to  the  national  economy  ot  tn, 

Sermap  I3©ffiOoratic  Republic.  .r,io^*3 

At  the  time  of  the  negotlatlcne  which 

la  Ko&obw  in  February  1956  with  the  e®!f 
of  the  SDR  the  question  of  ©.jcte'cding  aid  ^ 

tn-^  devolcpracut  of  Its  oheffiioax  Industry*  and  ^ 

la  the  field  of  chemical  induatry  between  the  l..»SR  and 

the  G-DE.’wae  examined.  The  JL|®to  gWe 

fur+'her*  r-yee  In  th©  economy  oi  th©  G-DR.»  decim-.o  to  gi;?® 

It  «oiomfc  hip  to  xebulMlng  lto^ohemlo.l;toa«t^  by 

Sffo"  «.eenur5iiee  the  03BR  ewnted  to  the  goeornment 

of^the  GDR  &  long  tei'-'iia  ci^edlt  of  110  mllilon  ^ 

■amium*  anbjeot  to  liquldatloB  beglnnlns  in  1961 
in  aoral  ••samual  allotments  for  a  peri.od  Ox  ^  yy-a^-s. 

3:t>  litildatlJtef  the  loan  will  be  carried  out  by  means 
of'dQl^ve’^les  to  the  Soirlet-  Gnicm  of  the  products  ol 
the  sbialoal  Industry  of  the  GDR.  ’ 

the  Increase  In  the  P^^oductlvs  capacity  of  t,.,3  Ch.mUal 

iBdiratrT  of  the  drM  will  rnalre  it  poa^^ltle  to  aallar/  ^ 
•^',*1 1  tr*  not  otlv  Its  0WS3  roouirsmoKts  of  cnowical  P^C'" 
SSc?©:  S?  SlValL  iLJoas©  the '  supply  o,f  these  pro^ 

aucts  to  the  USuR.  goglet-Albaclaa  negotlatlona 

i-r  Vn  An^n  195?,  the  DBSR  ■  compiled  with  the  re- 

iSeaf  of  the  go^emnmint  of  Albania  to  supply  h|r  with 
hore-a-  o»  account  of  the  saarehandise  loan,  for  the  pur- 
-  posfof  PO^Bible  to  fulfill  the 

feie  being  taken  to  abolish  ^ood-ratloning  in  Ax^nla. 
The  credit  was  fiirnlahed  for  31  mililcn  imbues,  on 

jorabls^tsras.^^^^  1957  th©  USSR,  mesting  more  than  half 


... 

wav  the  r©{|heet  of  AroaEla,  a.»d  also  guided  by  the  prln- 
Gioles  of  ■oroletaj'ierk  lriter»atiosallat!!  eM  eEgeraess  to  . 
asGiat  the’f'urthsi-'  riso' .la  the  ..economy  of  Albania,  grant¬ 
ed  Albania  b,  new  long  term  credit  of  ifiO  Jflillioa  rubles » 
Ab  a  result  of  this  loan  the  USSR  readers  Albania  techn 5- 
eal  b«.lp-ia  the  de^^elopaaeat  of  its  agriculture  and.  In¬ 
dustry,  and  In  partloul&r,  la  dev Oil oping  new  lendB, 

During  the  two  years  that  have  5)assQd  since  the 
'  time  of  the  Soi?let-ArDa»l3.n  negotiations  in  . 1957*  the  ; 
Soviet  Union  has  granted  Albania  a  number  of  long-term 
loans  totaling  52b  ffillllon  rubles «  .4®  a  result  oi  an 

agrea-m-sht  of  3  *Jaly  1959*  th®  Soviet  Union  granted,  to  . 
■■the  People *s  . Republic  of  .Albania,  cn  favorable  be^s  a 
nsv?  long  ter®  loan  of  ,300  million  rubles*  iPhis  loan  was 
oarffiarlced  for  the  payment  of  SO’vlet  suppUss  ©f  industri¬ 
al  eaulpmeat  and  tecbulcal  aid  rohderad  by  Scvist  agon- 
•  -  clos 'during  the  courao  of  constructing  in  Albania  chaai-  / 
-cal,  building  aM.  light  IMust rial  plants  aa  well  as  '  * 

,  units  for  th©  food  Indust-ry  and  other  miss ©13.&a sous 
'plants*  power  stations  and  aid  in  carrying  out  geologi¬ 
cal  surveys  and  the  training  of  national  pars otme). for 
■  H'orb  on  the  enterprises  which  will  bs  s.et  'up  in  coopara- 
ujon  with  the  Soviet  lJulon, 

fh©  USSR  also  renders  broad  economic  help  to  the 
F'.'ngolla-n  People ‘s  Republio  through  the  grant  lug  -of 
cpo.i'lht,.  During  only  the  last  10  years  (up -to  1957)  th® 
BvVlet  Uuioii,  dasiriag  to  render  aB-slsts-uee,  prosaot© 
olcser  relations  and  raise  .the  general  cultural^  level  of 
the-  MoBgclian  People’s  R.©publlo*  granted  tli©  latter  on 
fa.voyable  terms  lone  term  credits  for  isore  tha.a  900  Kill- 
lion  rutiles  to  develop  Industry,  agriculture  and  traps- 

uort.  «  '  ,  , 

In  1956,  the  USSR  granted  to  the  KPR  on  favorable 
terms  a  long  term  loan  of  35  million  rubles  for  yjaymenta 
of  building  serviees  and  Soviet  supplier  of  equlpaent,, 
building  ffiachlucry  a^nd  other  materials  for  a,  nuBber  of 
units  biiag  built  by  the  KPR  with  the  eld  of  the  USS-R. 

As  a  result  of  the  Sovlet-Mosgollen  negotiations  In  Mos¬ 
cow  In  1957  th©  USSR  granted  a  new  long  loan  to  the 

on  favorable  terms  for  th®  sum  ©f  200  allllon  rubles. 
Tl-ie  loan  will  ba  used  for  payaanta  of  supplies  from  th© 
USSR  1»  1958-1960  of ■ equipment,  maebiaery  and  materials, 
and  also  for  teahnlcai  8,sglata.noe  in  connect ica  with  th© 
construct iorj  la  the  M?ft  with  t ha  aid  of  the  USSR of  two 
woodworitlriiK  factories,  brickworks,  a  wli'*®lass  radio  sta¬ 
tion  and  the  restoration  of  two  wool-washing,  factories ,  . 

Or/  io  F:cbruary  1959  an  agreement  was  coueluded  between 
L  . 


.  no^ 


tM  USSR  Wfi  th*.  »pa  MnlSltifgw- 

««r.'H»wa ,  ■  ^’?o«  Taftl^CtiS  ior  a^TiOu-t-T*  lU  a--  saao-ixusurf 

xogicad  M^H  and  also  f^r  ^^xpeaaaii  ', 

fcr^the^eoBSlaslOK  of  SO'«riet  ffipati&llsts*  tfe®  "dSSR 

la  aSainon  to  the  al<l  it  '•;®«^3f  8^?”°  term  ?»S"Sr 
ot  400  EllXion  rutiXoo  (oao  Ijslsw) , 

'^0  YfisIliioB  rubles,  for  piiirohases  Ir*  tue .  USM  cf 

iide'di^aado  fe®  Istarest  rat®  was  ?SSo^ialf*th?o«S” 

payment  of  the  losn  will  take^pl&ee 

Mpplles  -of  ¥l@tnaffiese  gooda  J© O  th« 

19*59  aa  agree©, eat  itas  slgp^d  hstwoen  fli® 

3W  “ 0a  the  extenelca  of  ©dopenalo 

the  SoTief  IfeSon  to  the  mt  te  build  Industrial 

aM  to  help  other  pE*o|60ts^  ®^S/?hi^oa?S?>t 

le-i^ec’hnieal  Gooper^-tloi^-:  ■ 

•  of  the  tesbalcal  aid  extended 
the  U3Sk  graBted  the  BH%  a  eredlt  of  lOO  alllloo 

“  of  2  F«bno-«7  1956,  Yugcnlaria 

roocWod  on  favorable  ®  ^“’^|4b*Tve'^rlyh?t'i%a«  it 

for  ■30  »iD  lion  Amertcan  dcllaref  wxth  the  xlti-ht 

■r  "cu?rirht  different  portions  durteg 

h^e;  is  regarda  tW  oradlto  proviead 

:  mints  toetwesn  the  USSR  a»d 
1  kvP.m%  19^6^'  on  the  fteanol^l  armns^me'Bta  i&t  oiala 

log  ’an  aluaiainffii  faoterj  (Jointly  with  the 

erat  16  Republic)*  and  also  on  end 

fertlXlter  productog  as  weivw 

oth^iT  aerricos  hy  Soviet  th«I?  or  edits 

YusoBlavla  that  It  'defer  the  ntills&tloh  tS^ 

for  approzifflatsiy -6  years*  The 

deoialoa  of  the  Soviet  ^o^OTent  to^acoeley  ve  the  0® 
velopffiaat  of  the  chemical  Ipdustry^of  tae  hSoR,  . 

■  called  for  vaat  new  inv-satments »  (See 

■  4,  form  of  esonoml.o  cooperation  and  KUthal  au^t- 

®BC®-  elasllar  to  credits,  were 

Sn  ooBhlned  coamuhltlea  organised  to  a  aufflher  ox  countries 
-  of.  popular _ democracy. 


S  B^iiir^d  ihmi^y)  : 

tb«  utllia&tloa  In  the  respective  oountrtos  of 
B®ts  which  bad  'becoffls  the  propsrtf  oi  the  J'tco*^,toS 

to  a  deolcltm  -of  the  Berlto  conf creace  „ 

♦  vya-ii,  BBQSLt  powers,  toe  Soviet  .Unioh.  aupyll®'!*  bh 

S  lt,A«  psy^fflta,  ®®,f  S  J 

luesary  matcriale  to  thesa  o©iEai^Kjiltl®.;i .  As  a  r'wsuix  oi 


city  of  thesa  cotamunitles  82*©«  tfe^^tecmlcax 
o^  Vneir  eriterpj’iaes 'i«T.a‘0^®5 «  After  these 
m  ,nU?in  sucr&SBfijllf  fulfilled  the  tasks  that  faoea 
t'ho’ffis  tasks  of  assletanoe  In  the ,  infi'ustrlal^fief slopmea^ 
of  tte  diffe'-'ent  countrleB  of  jiopnlar  deisoaracy  - 

tLinl4'‘cf  iooil  persomel.  19f  the  tIJ3Rtra.nsf erred 
to  the  rospsotl-fo,  socialist  couocrj^es  ^ne 
of  Its  rar-ttolpatlon  te_^thesa 

wltli  ’oaTOOifitB  d^x  fo^  s® 

■  ’  In  LmiIIob,  the  IISSE  turlhg 

■ha«  aa'sieta;i&6^  absolutely  tree,  to  ta©  5hdl^3d«w.i 

goolliist  eouhtrias,  as  well  as  * 

lii  the  USSR  apportioned  to  the,  Ko*  es-D  f s-t*  '•'* 

Dspoeratic  Republic,  Which  hM  suffered  in  ta®  war,  1 
rubles  to  reestablJ.eli  Its  nc-tional  ©ooscaiya 

aiSS?  S  B«S!  ha  VE88  «all««d  to  Sof®!- 

a  parloa  of  S  jmTe. 


Kent,  materials 


and  •different  coasuuaer  goeds. 


iroddrt^nire"il.frof  1  toilllorr  rubles,  was  also 
eraated  'poetponosant '  of  pa-yiBeutB  due  on  Soviet  ere 

In  th®  SuKsaer  of  1955  the  USSR  alxotte'd  to 
People* s  Republic  of  fletnaga,  which  bad  euffeieu  h 


to  th.€ 


JpSbUrof -me^naS,  which  had  suffer  ad  ha^y 


rt.SvtOIT'lEl  X0SS6S  BM  S. 


evn-^rn  roubles  to  ■itsips-OT©  the  steisdard  o.  liTln^f 
^'^rihaVJtautc,  and  to  restore  the  eeonoffiy  ox  •tbo^^repuollo , 
Snaliiding  the  restoration  and  construction  of  ihuUE-” 

trial  end  Geamunal  enterprises .  ^  ^  _  _  worker » 

In  1956 «  when  th®  H«agarl.&n  Revolut  A^-par^  wo.LL®r 

Peasant  hoveraaent  tvsrned  to  th©  socialist  countries  o 

195«  for  aoslatoMO 

vnvnd^-  inflicted  on  her  di^rtag  c-he  Ox 

vevkut ionary  ravclt/the  USSR  ©xtanded 

B5,6tance,,abLlutelj  free,  ^fS^^lierS'^food- 

'^fiith  no  delay jf  con^ldiii^^able  qu.^^av>i..tius  oi 

stuffs  end'  building  materials » 

«ovein'ment  gave  Instruction®  to  dlspu.tch  -o 

-bead  of  time  fabrics,  ra,w  materials,  fuel  aM  othOi 

JoSs-SMelfwere,  according  to  the  trade  agresmants,  not 

due  for  delivery  until  ffiuch  -.n  17  i-nril  195T 

Following  talks  held  In  Moscow  11“1J  s^p^.  i.X-  lyji 

between  the.  dolSgat Ions,  of  the  USSR  and  Albania,  the 

USSR,  taking- into  con olderat  lots  that 

econoalc  sulossses  Albania  had. not  yet 

bP-svv  herltape  of  baslb'fardnese ,  end  guided  by  prAPClpies 

of  frateraal^frlendshlp,  proseated  to  the  Albania®  people, J 


In  addition,  the  Soviet 


as  a  rlft»  tbe  cntsrprisoe  that  had  been  built  on  the 
basts  of  soviet  credits.  In  this  connection*  Albania 
was  exempted  by  the  liquidation  cf  Its  indebteaneea  ^ 
dne  on  credits,  to  the  sum  of  348.5  million 
also  from  payment  of  Interest  on  these  erec-ta,  amount¬ 
ing  to  24.6  million  rubles.  In  the  joint  annoiaicemen^ 
of  the  government-party  delegations 
and  the  People’s  Republic  of  Albania  of  3^ 
was  stated  that  the  USSR  as  a  gift  to  the  Albanian  peo¬ 
ple  will  build  In  Tirana  a  Palace  of  Cu^ure  and  wil.., 
give  assistance  In  the  construction  of  two  wireless 

During  ttie  last  10  years  (up  to  195))  tae  booR 
transferred,  without  charge,  to  the  Mongolian  People  a 
Republic  Soviet  property  wortn  more  -.ban  10-.^  ^ 


V'W  u  JL  .a.  w  vrf  ▼  j..  V  vr  i.' jr  w  —  ,  ii-ikm  ‘t  ^  e  '*6  * » 

rubles.  In  1957,  the  enterprises  of  the  Mongo  1-011 
Trust  were  transferred,  ala o  without  charge,  to  the 
ownership  of  the  ICPR,  and  also  the 

©oulomsnt  of  the  airports  in  Ulan~Bator  and  bayn-bhaaoe, 
together  with  a  certain  quantity  of  planes.  i, 

•me  credits  of  the  Soviet  Un loti  to  soolalust 
rr->untrles  played  a  most  important  role  In  their  economic 
development.  Together  with  other  forms  of  econoialc  col- 
lahcration,  they  made  possible  the  restoration  of ^ the 
T-atioxial  ecoBomles  after  the  war,  and  axi  accelerabea^ 

Of  socialist  recoristruction  In  these  countries. __ 

Iri' viSH-  of  the  econornlc  and  financial  boycotts  conauccoo, 
by  tha  United  States  and  a  iiumber  of  other  Imperialist 
governments  directed  against  the  national  democratic 
countries,  the  latter  could  not  have  <2reated  and  re- 
©rjuirpod  their  Industry  within  so  short  &  time 

he''p  of  the  USSR.  This  was  especially  trvfe  for 
hoavy  industry  and  the  building  of  machlnss  because 
the  national  demoeratlc  countries  could  not  have  pro¬ 
cured  the  nacessary  equipment  and  Eateria..8  f^'oa 
tallst  countries.  On  the  basis  of  Soviet  crodlta,  vmole 
branches  of  industry,  factories  on  the  largest  scale, 
and  whole,  groups  of  industries  were  created  xn  a  number 
of  these  countries.  In  this ,  Soviet  euppllsa  of  fqu^p- 
roent  and  whole  seta  of  enterprises  played  th©  most  im¬ 
portant  role;  a  number  of  these  enterprises  cam©  into 
being  on  the  baels  of  credits  granted  to  these  ejuntrles 
The  long  term  credits  of  the  USSR  to  countries  of  the 
socialist  camp  for  industrialization  purposes  also  aelp 
to  solve  the  problem  of  eoualisist loxi  of  levels  in  the 
economic  development  of  these  countries,  pull.i.ng  «P  the 
less  developed  socialist  countries  to  the  level  of  the 
^gpr©  advanced. 


'  /^3  ‘ 


.. 

fha  Sot? let  credits*  of  course,  aa-de  up  only  a 
portion  of  til©  expenditures  Indicated .  In  th©  re^rtora-" 
ticn  arid  soelallet  roooBStruotlon  of  the  ©oOKOKiefc  of  the 
national  deiReeratlo  co'nntrtaB,  their  ovns  rescuroeB  and 
refmryes  nlayed  the  basic  role.  Still.,  without  Soviet 
help,  especially  in  the  fonts  of  deliveries  of  equlpseat 
and  isat ©rials,  th®  rapid/  tempo  of  indnetrial  devolopiaept 
v/]ilcb  has  allowed  th®  national  deKceratie  cbustries  to 
exceed  pre-war  levels,  w'ould  have  been  iintiiinkabie,^ 

3 0  Gr-edlts  by  the  USSR  to  EooaoBlcally  Uxiderd @v el opjti 

During  recent .  yeSiTs  (1954-1959)  the  USSfi  has  e- 
merged  as  a  creditor  nation,  not  only  in  reference  to 
countries  of  the  socialist  casip,  but  also  ir«  reference 
to  A  number  of  capitalist  countries.  Among  the  latter 
group  of  borrower  countries  an  ever  greater  importaacs' 

Is  claisaed  by  th©  countries  which  feave  rcoeiritly  freed, 
themselves  frosi  the  ■  colon tal  or  soKii-ooloaial  yoke,  and 
a.te  atm  struggling  to  strengthen  their  eeoaosile  arid 
political  itsdepsadense*  ..  In  keeping  with  the  policy  of 
Lenin  to  supp>ort  the  oppressed  nations  of  the  East,  the 
paopl's  of  the  Soviet  Uni  on  and  also  of  other -sooialist 
eO'untriCiSj  feel  sympathy  for  tb®  aspirations  of  th®  for¬ 
mer  colonial,  and  depandeni  peoples,  who  hsiv.®  freed  them¬ 
selves  from  the  yoke  of  Imperial  governments,  to  strai^- 
ghten  their  eoonoElc  and  political  position,  by  the  ' 
buiMing  of  their  own  Industry  and  tho  devsiopaent  of 
their  backward  a.gricultur®,  if.rhich  suffer  from  survivals 
of  feudaliBffl.  .■ 

After  the  ©jcoaomio  might  of  th©  USSR  g;r-©w  to  an 
extraordinary  degree  &s  a  result  of  th©  auocess.ful  ful¬ 
fillment  of -th©  post-wA.r  5'*yoar -plans  .f'©r  dw©.loplng  the  ■ 
national  ©oonomy,  the  Soviet  Union  began  to  extend  tc5 
former  colonial  ®.nd  dependent  count ries  more  a.nd  more 
significant  disinterested  economic  feolp.  One  of  the 
important  forms  of  this  s.id  are,  c.f  oourao,  brodtts 
granted  by  the  USSR  to  these  countries  for  purposes  of 
induatriallEatioa  and  to  promote  a  general  rise  in 
theii’  ecoriOmies,  ■  ^ 

In  6Xt ending  credits  and  other  forms  of  aid  to 
oeoncAnleally  underdeveloped  countries,  th®  USSR  ia  not 
engaged  In  cheritj.  The- Soviet  Uk Ion  helps' underde¬ 
veloped  countries  on  a  .business  basis  ,  .The  Seveh-Iear 
Rlsn  of  development  in  th®  USSR  adopted  by  the  2lEt 
Conxreaa  of  the  Oomiauniat  Party  of  the  'Soviet  Ualoa,  open^ 
L  “ 


up  KQW  possibilities :f or  eoonottlo  collabcrat lou  with  the 
oowjjtr'i.eQ  Iti  iti5,i3Sti*l3.1  t*elatlCRsh.ips » 
Besides  ©xteadlug  direct  credits ^  tho  UBSR  also 
takes  part  in  the  fu?id  to  give  assletauce  to  upderdevelop- 
ed 'oountrles,  created  by  the  Urlted.  Hatious.  /.long  with 
this  the'BSSE  is  a  supporter  of  the  Idea  of  creating  an 
Itsteraatlonal  fund  to  f?-Gance  economic  developffieot-  In  the 


and 


has  announced  its  rer.dl 


underdeveloped  countries , 
ness  to  take  part  In  this  fund. 

To  the  non-acclallst  ccwntrles  the  USBE  ir  reoen's. 
years  has  extended  credits  of  a  natures  Cl)  ptt  tne 

basis  of  intergovartiBeiital  economic  and  special  credit 
agreements  between  the  Soviet  Union  and  the  respective 
countries »  and  (2)  in  the  form  of  credltf.  f or  Ccoda 
ffranted  by  foreign  trade  agencies  of  tn®  USdH  to  f *.rffi3 
and  organlg.at ions  of  somo  of  these  ccuot-feleSj  on  conclu-o 
slon  with  them  of  contracts  for  the  supply  of  induetrlax 
eaulment,  machinery  and  some  other  goods.  -  . 

Credit  a  of  the  first  type  have  a  much  gx'eatar  sig“ 
hlf loanee.  They  I'apregant  latergovornmentel  credits ^ 
elnoe  both  creditor  and  borro^'r©r  are  the  governments 
x-hemsolves.  Credits  of  the  second  type  repreaent  cre¬ 
dits  of  a  private  character.  *  r.  +1  nam 

Credits  of  the  first  type  ware  granted  by  tha  Ludsi 

■’h  1954-1959  to  Finland,  India,  Afghanistan,  Indonesia, 
Cvria,  E;^ypt,  Ceylon,  Ice?uaKd,  Yemen,  Argentina,  •  Iraq.', 
L/jarand  the  Republic  of  G-ulnea 


The  nature  of  the  credits  to  Finland  are  different 
than  'the  credits  granted  to  the  other  co'untrles  listed 


is  an  Industrially  davelop€d_  capi- 
credlts  were  extended  to  Finland, 
of  40  million  rubles  on  the  basis 


it  agreements  betwaen  th®  USSR  SiCd  Plnlaxsd  of 


wore 

toer- 


abovo,  since  fliiiland 
tallst  country.  '  Two 
oach  one  tor  the  sum 

6  February  1954  and  24  January  1935*  Both  ersdite 
curronc-y  credits,  vmloh  could  be  received  Ir  gold, 
lean  dollars  or  some  other  ,  foreign  currency  Bsutually 
agreed  upon*  The  credits  could  be  utilised  by  ^  ^.nland 
outright  at  one  time  or  in  parts  during  a  period  of  3 
years..  The  term  of  llauldatlon  of  those  loans  was  10  ^ 

years  after  the  iitlllss-tion  of  th®  loans.  Th®  rat®  of 
interest  was  2.5^  per  annum.  .  , 

Both  loans  v^ers  subject  to  liquidation  la  _ 

.same  currency  values  (gold  or  foreign  currency)  in  which 
they  wer®  received,  granting  th®  request  of  the  govern- 
ffient  of  Finland,  th®  government  of  th®  USSR,  in  a  pro¬ 
tocol  signed  15  March  1959  with  the  government  ot  Bin- 
land,  assented  to  the  payment  of  th®  currency  loan  of  J 


L 


1 


1954  for  lihe  amcan*  icf  40  uSlilon  rubles  bj 
supilleflo  t^e  SOTlot  Union,  to  1959,  of  Fiuulsfe  • 

Credit other  couatrlGs  ©sutiOBed  &t>o#©  ar® 
loRK-teris  erefilts  iflth  stipulation®,  oarmarkiug 
i>ay  for  supplies  by  th©  Sorl®t  Ilptoa"'  ,‘rwp©Gtij© 

ocuptrlos  of  industrial  ©qulpaeut,  aaeblnwy  smo. 
lals,  and  the  render Ing  of  teotoical  aid.  „ 

India  was  granted  two  long«-t©rys  leans  by  the  bt>T~ 
*«t  TTnion.'"' The  first  loan  was  granted  on  the  bssl®  oi 
m  agreoiietit  between  the  USSR  and 
OB  2  February  1955,  for  the  conatraotpE 
Bietallurgioal  plant  at  Bkhllay  In  India,  with  a  rated  ^ 
eapaeity^of  1  ®llltoa  tons  of  steel 
vms  earmarfeed  for  the  payment  of 

oulpm°»t  and  teolinical  aid  Ifi.  'feh©  tcmMrmM&n  of  thxs 
plar,t.  The  total  sum  of  tha  loas  In  a^llttxe  more  thi»..i 
500  million  rubles.  The  liquidation  of  the  loan 

bT  ym  of  Indisrs  rmm&B  in  equal  annual  parts  auring 
j«''pekod  of  12  years.  The  rate  of  interest  on  the  cro-*- 
_  ..  annwis.  It  Ifi  neeessary  to  ©mpaasis© 


that  this  agreement  provides  for  the  use  of  ln~ 

Industry  f®**  the  ®anuf actum  of  parts  of  the  eqalp- 
ifient  and  Katerlals  needed  for  tha  conatrootlon  of  the 

metallurgical  plant..,  ,  .  .  ^  ^ 

At  the  end  of  195T,  Indian  wa  grEntea  by  the 
Soviet  Union  a  new  long  term  loan  of  mllxlon  rubias 
(almost  600  ralllioM  IhdltJi  raps®s^«  ®iis  f  ^ 

used  b7  India  to  pay  for  Soviet  ■  supplies 
t^^ohsleal  aid  and  other*  ex^>md.l%-^.srm  ooctiested  wl-^h  the 
buildiag  in  iRdla  of  factories  tor  ths  manufacture  of 
haa^tj  maehlaerj  and  ef  optical  glaae,  therffiO-electrA© 
■station 3  with  a.  capeclty  for  250,000  ^Howatt-s,  aM 
enterprise®  tor  th©  extraction  an«  prooesepig^ of  coal.  . 
Tiio  conditions  of  this  loan  with  relation  to  *>h®  rat©  oi 
aBd  term  of  llq\3:ldatioB  are  thB  same  bm  -^n  tfea 

first  Xomu  economio  delegation 

of  irdlaon  29  Kay  ■J,.959,  an  P!®"" 

vlding  for  the  collaboration  ©t  the  UddR  in  th©  cto- 
struct  ion  In  India  of  governaent 

ffiaaufacture  of  ■drugs,  medical  prsparstlonsv  and  surgical 
ihiVuments .  Th®  supply  ©f  ©qiii»Bt 

other  type©  of  technical  aid  for  these  ©nterprisea  will 
be  or  th®  basis  of.©  new  credit  granted  to  la^la  by  the 


At  a- discussion 


'^-hetweeh  -the- a 


^  ssRtatlves  of  the  USSR  e.nA  IMla,  ca  extendir^g  to  the 
latter  foreign  economic  ald.»  the  Soviet  delegation  ffiade 
a  Vtn^lJnjtaai'r  -Drohosal  about  extending  to  India  a 
loS  1500  million  rhble  a  or  «tUi.oatlon_ 

In  feallalnpr  tfes  third  5  y^ar  plan  of  India, 
large  loan  of  1500  million  rubles  vms  grant ed ■ by  the 
SoTl et  Union  to  India  on  the  basis  of  the  apeemorit  oi 
12  September  1959,  ‘Iho  eondltloas  of  this  loan  ar'©  a. .ns-  „ 
-■  liar  to  the  conditions  of  tho  loans  granted  to 

llrlier  by  the  USSR.  The  utilisation  of  the  will _ 

take  place  o’?er  a  period  of  5  years. 

this  loan  ScOt«‘let  agetiCioE-  guarantee  tealmlcal  aid  in  ^ne 
cot struct Ion  of  saveral  Industrial^  agricultural  hn-  _ 
other  enterprises  provided  for  In  the  third  s>  yea^  plan 

‘The  Soviet-  Union  has,  grant  ad 
long  tara  loans,  The  first  was  gpnted. 

'  f or''eQUltffi.ent  supplied  by  the  USSEj  as  well  as  for 
ffiaterlaia  and  other  expenditures  by  Soviet  agencies  In^ 
connection  with  fhQ  construction  of  two 
a  mill  and  a  bread  factory,  The  amount  of  tu-  c.rt-ait, 
about  3»5  million  American-  dollars, 

future  determination.  The  ta.ria.for  the  use  ox  the  crs- 
dbt'waB  years  with  an  Interoet  rate  of  3%  par  annum. 

The  loan  was  subject  to  llouldatlon  during  f  ^ 

-  Tears  In  eaual  annual  payments.  The  liculda-.i-on  01  tne 
ic-aa  ¥3,3  te  take  place  by  supplies  of  wool  aad  cotton 

,16-^  Af|.xjtjl3cyi,^^^^^  million  iuTier lean 

dollU^rB  WciB  gr-s^-ntod  by  tho  Soiri^^-t  TMlon  to  -Afghanlst^^B 
oe' the  baols^of  an  agreement  concerning  collabor|vion 
betweoh  the  two  countries*  signed  20  Jianuary  19pr-,  An 
■*  u,-?^  r^'^eereot  there  is  provision  that  both  governments, 
ii5‘keopiog'”wlth  the  relationships  of  friendship  existing 
from  olden  times  betvmen  the  two  cou.ntrlea,  and  for 
purposes  of  further  enle.rging  and  developing  their  tout u- 
n.llT  profitable  econonlo  ties,  should  collaborate  In 
the  economic  dOTOlopment  of  A.fghatjlsta,K  and  in  pa,rtl<- 
cular  in  the  development  ,of  agriculture,  and  the  cen— 

St ruction  of  Irrigation  enterprises,  power  and  trens~, 

^  ^  On  the  bsslB  of  a  loan  of  100  failllon  Amerloasi 
dollars  th0*US3R  guarardees  to  Afghanistan  delivery  of 
anS  materials ?  also  Bxt^Vi^tou  of  other 
services  connected  with  toobrilcaX  aid  In  th®  construe u- 
^op  of  savaral  projects  mmtlor.od  abov©.  The  ■  •  term  of 
liquidation  of  the  loan  la  30  years .  The  rat  e  of  interest 


//7 
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5s  2t  per  Tiie  llquifiatien  of  the  loati  begrlna  6 

.y«ars  after  tbe  utlliz'.atioo  of  tbs  appropriate 
th©  loan,  and  will  take  place  In  egtsal  annnsl  5.»s.taLx-‘ 
Kents  eurlnp  a  period  of  22  years  by  siippllea  to  tno 
USSR  of  Afeban  exports. 

On  the  basis  of  a  general  agreement  concerning  . 
ecoxioKlc  and  technical  coilaboratior.  between  the  USSR 
B.nd  tbs  Republic  of  irs6.0'ns8  5.a  of  3.5  bopteiBber  19'5®»  the 
Soviet  Union  granted  to  IndoKsaia.  a  loan  of  100  Billlion 
Aie-erican  dollars  at  2^3%  per  annua.  Ibis-  loan  ccuM  be 
utilised  by  Indonesia  during  a  period  of  8  years  to  pe..y 
for  Sopi'et  supollea  of  industrlaJ  equlpiBont  and  materiala 
and  also  for  S0r:vlc©3  carried  out  by  Soviet  aasneies. 

The,  liquidation  of  the  loan  wa.3  to  take  place  during  a 
oe.rlod  of  12  years  In  equal  amiual  pa-yaterits  coffijisenclisg' 

%  years  after  the  dste  of  the  utilisation  of  the  ©or”* 
res'DondS.'ng  ps.rt  of  the  loan.  RopayEiont  Oi  the  cspii.-a,x 
loan  nlua  Interest  could  take  .piece  by  way  of  suppllee 
to.  the  Soviet  Union  of  Indonesian  goods,  by  transfer 
of  fegllah  pounds  sterling,  ©r  by  freely  o c« vert Ible 
currency,  as  p>ar  agreoisent  betv;ee»  the  central  tjank-s 
of  the  USSR  and  Indonesia.  At  the  bcgS.nnlhg  of  1939  a 
protocol  In  connection  with  this  was  slgnsd 

hr- Jakarta.  The  Soviet  and  indemea lap  agencies  v,'lll 
collaborate  In  building  two  Hieta3,lurgical  pl8.ntB~*-tlie 
first  Irj  the  history  of  the  country— factories  for 
the  ■oroductlon  of  auperphosphates ,  and  .roads. 

Co  the  basis  of  an  agre anient  concluded  23  Octo¬ 
ber  195?  with  reference  to  econotjile  and  technical  col-.- 
l&boratlon  bet’ft'een  the  USSR  and  the  Republic  of  Syria 
hiow  the  Syrian  per-t  of  the.  United  ArE,b  Republic},  the 
Soviet  Union  granted  to  Syria  a  iieedocl  loan  for  the 
payment  of  the  execution  by  Soviet  agencies  of  pros- 
pooting  and  ©xploririf^  serviccjs  In  the  f  le1,d  of  railroad 
Vr.vilding,  dams"  and  hydro-alectrle  stations,  Irrlg-atlon 
systoma,  bring ing  water  to  paaturo  lands  for  cattle, 
the  construcilori' and  restoration  of  railroad  bridges, 
factories  for  producing  riltro-fertlliaer,  ai'sd  other  pro¬ 
jects.  On  the' basis  of  this  loan  payracht  will  also  be 
mede  for  supplies  from  the  USSR  of  Industrlel  oqt.ilpmert 
and  other  Bervlo9.0  rondered.  .Tao  rate  of  interest  on 
the  locn  is. 2. 5#  per  ahcum  with  a  12  jeer  tcrit- of  li- 
ouldatiOB. 

.  In  1956,  ih®  USSR  granted  two  3.are©  long  ter® 
•credits  to  Egypt  (now  the  Fgyptian  part  of  the  United 
Arab  Republic).  The  first  of  ,  theses  credits  ws.s  granted 
on  the  basis  of.  an ■  agreesaerit  with  reference  to  ecoriOffilc 


aiisd  teotelcal  collfebdmtion  b«?tw6s€)ts  tha  U3SE  %ypt 
o?  £9  Jariua.i-’y  195B»  -Bila  oolla'ooratiou  -will  b©  dlx^ested 
to'i?a3c*d  rGali?A»a  plana  fcr  dereloping  the  aational  eson- 
:oia3r  of  F^ypt  Ik  the  fle.lds  of  geoXofelasl  op^i-at  lons^ 

Ingj  pFoapactlug  ar?d  proc©aalj3g  of  c-ll?  and  the  folicf’s^ipg 
iKduetriesi  aittallr.rgical*  mchliae  build  lag,  eleotr  leal, 
clieit.ieal,  texti'la«  food,  and  drug. 

fc-  pay  for  euppllas  of  equipment  aad  mterlals, 
aad  alae  for  teebnieal  aid  la  plaar-lag  end  buil.diag  the 
iaduetrlal  ©sterprlEea,  the  USSR  granted  ,$^ypt  a  Img 
terii  o.redit  'of  700  million  rublea  at  2,5^^  per  aaoum, 

2h.o  loasj  cart  b©  used  0¥er  a.  period  cf  4  years.  The  11- 
quidatioa  of  the  loan  if,  for  &  period  of  12  years,  in 
equal  auKiml  instaliffiants .  A  spsel&l  aspect  of  this  oro- 
dit  agreameat  Is  the  p.ro'? talon  acoordlur  to  vhioh  Soviet 
aeonomlc  agenclea  can  bring  in,  for  the  rulfillEsut  of  the 
operattOBs  invclved  .  1b  the .  pi!r‘o,1©oia  maBtlooed  above}  aiid 
aleo  for  supplies  of  equlpmeKt,  machiaery  and  materials, 
©QOB.osilc  ageaclea  of  other  countries  of  popxjiar  demooracy 
bv:t  only  with  tholr  coRsent.  '  ■  .  .  ' 

Is.  October  1953,  the  USSR;.,  having  Is  vim  the 
a-«r©sgthesiKg  of  friendly  relations  and'frultfiJl  colla-~ 
boratlori  with  the  Unltod  Arab  Republio,  decided  at  the 
.'<?ovi©3t  of  the  govorsmox^t  of  the  HAR,  to  extend  aid  . to 
^i.yp-t  for,  tho  first .;lnstalli!iest  of  the  Aewas  daa,  fiao 
buildl'ng  of  this  d&m  will  permit  th.e  Irrigation  of  vast 
areas  of, sow  barren  lands,  will  help  solve  the  problem 
of  providing  electr5.o  power  for  the  country,  will  create 
the  prerequiattes  for  raising  the  standard  of  living  of 
tha  people^  and  vflll  aahe  possible  progress  toward  th©' 
h.atlonal  ladepeadacce  of  the  UAR-.  To  pay  foJc'  the  Soviet 
supplies  of  ©quiriaeBt ,  maohlnery  and  materials  nscessary 
for  th©  oonatrucilor.'  of  th©  da®,  and  also  tor  ees’Tlces 
by  Soviet  specialists,  the  USSR  gx'anted  a  n©vf  credit  to 
tho  UAFi  of  400  million  rubles The  liquidation  of  both 
credit®  Is  to  be  by  way  of  supplies  to  th©  Soviet  llnlon 
Bf  lifeyptlaa  goods,  Ihgilsh  pounds  stsrliRg,  or  free  for¬ 
eign  eurrenay  agreed  upoB  by  both  sides. 

Ok  th©  bevSls  of  an  agreement  of  25  February  .1958 
between  the  USSR  -and  Oej/lou  with  referenc©  to  ecoriomlc 
axjd  teobnlcal  collaboration,  the  Soviet  Union  granted  to 
Oejlon  &  long  term  credit . amounting  to  120  million 
rubles  at  2,5^  per  annuro  with  llauldation  over  a  period 
of  12  years*  .  The  etlpulafcsd  purpose  of  tbs  loan  wes' to 
pay  for  j->lannlng  services  provided  by  Soviet  agendas, 
a.s  wall  43  for  Soviet  supplies  of  equipment,  ffi,aohlnery, 
materials  and  other  tyipes  of  technical  s,ld.  The  liquid- 


e-tlon  .of  the  credit  place  hf  mesjae  of  suppXlas 

of  Get'loaese  goods,  ■  po«MB  st-erlipg.  or  other  corfer^ihl© 

currocoy,  as  per  agreecept  ty  hoth  sides,  _  Ttn*,v'>  to 
Ip  1958  a  loa.ir'« as  granted  by  th©  to 

Iceland.  As  pex*  tn®  credit  agreement  of ^18  Atigttsl 
tba  loan  of  50  million  Icelandic,  kronen  is  earsmed,  for 
financlns  the  piJ.fchaBes  'oj  Icalandlo  firs©  of  flG..ilrsfc, 

fcrSlfit.  trea.  firm,  of  th«  Sarsan^DeMwatle 
ReptJbliee  fhe  rate  of  interest  oj  *  ■ 

per  t.b.a  loa.n  li  to 

I'fcest  supplies  will  bl  pro’^lded  according  to  an  jsj®?- 

meBt  abont  turnover  of  goods  and  payments  oonelUuod  oo- 

twean  tbe  two  sides.  Wrt«,.Aw 

M  a  result  of  talks  which  went  on  in  MoaeO'*  with 

the  trade  delegation  of  Argentina  about  f^pplles  ^ 

the  IKSSR  of  enuinment  for  the  d'SrvelopJaent  Oj,  th'^  oil  in-*  . 
duStr;  of  L-genttna,  on  2?  Oetobar  1958  there  was  eignjd  ■ 
^ac  appropriate  agreement.  To  help  taa  govc^pmsn^-  ^ ^ 

■  Republic  of  Argentina  toftoan.ee  to 

of' dlft'ersSit.' tTpse  of  oil  ©qulpmsRt,  the  d,j*H  g..a,i.a©a  x-o 
Sr^entina  a  loan  amounting  to  100  mtllios  bteer lean  d.oi- 
lars  (400  million  rtiblea)  bX  2S% 

of  thp  credit  Is  3  years.  lAoyuidatioxj  of  the  3.oaii  vflll 
?Lr;iScrly  .ap?Xl«  of  Ars®tta;  «oc,a.  .  p®- 

iod  of  7  ysa>^s  In  ©■■'Ual  annual,  installments,!  b«,Jii.'hxl!£ie, 

3  rears  after  the  delivery  of  the  equixmeht. 

In  March  1959  an  Egrs©E.eht  was  oepoluded  with  re¬ 
ference  to  sconomle  and  tichnlcjl 

the  Soriot  Onion  gffid  the  Republic  of  Iraq.  In  th^^gree- 
ment  provision  la  ssde  tha,t  the  Soviet  fovernmon.  will 
collaborate  with  the  government  of  Iraq  In 

tniT  t-hb  O'f  t-bs  1011?^..^..  6d0liO*Si/  W 

-  .in  the  ^idllj/TlnauBtry/  agrleulture  and  tr®a. 

nort.  For  this  the  USSR  will  extend  to  Iraq^tfcohxij.cai 
help  In  the  bulMlag  of  a  n«nber  of,heavy  ,  inauBtri©j  tu«' 

cltadlng  maeblii©  building,  chomlcala,  aOoo  .'"'^,1 

boririnr  to  a..ss?-lst  the  economic  dc^volopment  of 
Iraq  «lth  r<,quert  of  Ira%, 

fitrarted  to  th©  R..epubllo  of  Iraq  a  long  ,©im  credit  of  _ 
mSllior  r^3h3  es  for  th®  re&llzatlcn  of  tliQ  proflBlon  ^ 
o>  n  i  P9®  oo,,oM4S.  Th.  tetor- 

e;t  rite  is  2.5:^  per  antram.  Liquidation  of  the  usm 
of'*'tbe  cr^edlt  for  aaeh  one  of  tfee  pro^lec-ts  ci^&ac^ 

Sboia  will -take  place  In  20 

wlth'^D  one  Tear  aftcir  the  ooiipietion  or  ae“ 

.  lilSaa^froa  the  USSR  of  th®  complete  units  of  equipment  J 


:''1 

r*  provided  tor  in  the  oorrospondlng  contrasts »  ■  < 

.frl®r.dly  econornlc  csllaboi'atlSEs  beWeen  th©  8otj 
lot  tIia,l-on  tb.s  Rcp^sbl.lc  of  Irac^i ,  the  Iraq  dslcj^atloi^ 

■  stated,  will  help  sol¥®  a  :apeber  ct  m-mmlQ  prohxcma  or 
irt'o,  wSl”?  o^ersoa®  mr^-  rapidly  the  'bprd.onsoffis  heritage 
Jfihs  eMShOf  oelralaltsj.,  vlU 
IMopsndeaoo  ©t  the  soiihtrf  ard  will  raise  the 
and  ©viltpral  level  of  th©  Iraqi 
.  gatlon  gw®  aisitrarese  that  this  toopomlo  a^id 

collaboration  nrlll  be  realised  without  ary  *” 

tloal  or  other  provsaiorie  which  wopld  «£^f  ^  «!:. 

oisstf  BMd  national  dighity  of  th@^R«pybilc  “^■' 

that  the  Eovlet,  for  It®  par-li,  wlj.1  h|  ■ 

collaborstloa  by  primciples  of  «qpGllty^j  «p».wal 

bmioflt  apd  aen-lat erf ®r once  IK  !?*'?«■'>  nr  atsdi 

M  a  result  of  talk©  batwoon  the 
Fihiopta  about  wldonia^  tr&da  ahd  ecosoialo  soli.sborati(^,, 

th®  ®ia  agreed  to  grant  to  »h3opia  tStiS 

rnoymttm  to  400  alllloa  rubio^^  ap  a  low 
®st^  *010  stipulated  parpos©  of  tti©  loan 
th®  d€val©p«oht  of  IrdoBtry  aad  asrlcul’iitisr®  m  thiAt 

the  time  of  th©  sojourn  of  the  delegation  of 
tfe.®  gOT®mit®nt  of  OnSjssa  Id  the  T03SE  la  ^ugua^i*  1>,^9 
Bovlit  Oovoraasnt  agreed  to^  grert  to  th®  Hepuoll®  ^  _ 

a  losa  terffi  credit  &®o'®tlQS  to  140  jelxllon  rutaes 
E;t  2.5/5s  par  axmOT,  with'the  torr.  of  li^hld&tl^ 

Tkm  loan  hae  as  It©  ate  esopoals  and  tsehalo&l 
.  lesiatensc  to  Sulnaa  Is  tonlMteg  a  number  tfjf J ^ 

feE;tQrprla#gs''d@¥elor>®eBt  of  agrlcuteur®  asd  the  bUAMAh* 

of  roads tb©  long  term  orcsdlts  grated  by  the  tJSSB 
to  the  goverhmeats  of  ©^''^hoialsallf  nnAcrdwlope..  ©JP-” 
tsiiiat  eourstrles it  private  fcreigB:  trad.®  and  ©ig£n  ■■ 

iE&tlon®  of  theue  co\JKtrlss  haw©  the  epportunUy  of 
:  irg  use  of  coaimyrcial  credit  with  Soviet  foreign  trac^© 
ai'-enc^eso  I»  sailing  t©  these  firms  and  organ ia»t Iona 
siduetrial  ©aulnBent,  mchtBpry  and  aor© 
supplied  by  the  IIBSE  ticdar  th©  ©tspdtelons  ?L^t^4  ff^’L 
a^retaestS  i,  tbs  forelfii’s  trade  aganclea  of  the  Jwt/it 
aSrea  to  defer  payffieats  for  ©rdared  good.©  f©r,& 

'  of  3  to  5  yaers*  dap-iiKSlng  on  the  partlonlar  clrcp:®i®'t»ar“' 

fh@  UBSH  .extends  to, nrderdevelaped^oenBtrlee  not 

'  oiisly  loans  but  In  epsaial  oa&es  ©rsn  abeolutaly  ^re® 

•  Thus  on  the  basis  of  an  egreoment  with  tha;^g©¥@rn®onv^^os 
liepal  of  14  iprll  1959  *  econoislc  ar>d  technieal  a^d  was* 
^donstad  by  tli  'OSSR  to  the  latter-  for  tb®  oonstractlon 


/sr 


i\ 


of  hvdro-eiectric  stations,  a  ewgar  factor?, 

factor?  with  Diasel  slsetrlc  Installations,  and  ald^fc- 

condnctiag  resaareli  cfirvloes  -ror  the  coastrncwen 

^ht  B'3w  of  thls  aGslBtano^  voitM  bo 

?eS'of'ScoSAb®t  ‘30  Billion  ruW«s.  0»  tM,ba3iB  of 

aSther'  a^resient,  tha  'asSR  agreed  to  grant  ■asalat-mnoe 
tc  Wt3r»l  ‘‘t>  ‘bnll^'ins  a  hospital,  free  any  oh&rgas* 

in  thl  foM  of  tM  gfaotlng  of  ore- 

-  f 3t3  to  ?jn<?erd«r eloped  eonntrles  Is  rendered 

othar  socialist  eo-aatr lea, 


pie  s 


Bubllo 


Cr^eclioeloTOlriaj  a'M  the  G-araati 


HopaMlo.^  conaltlona  of  long  teW-  lows  f«f  ,5,S® 
nsss  to  tho  goiroramantB  of  In  sn  Jk- 

SS?K;TwJS  SnfgStof to  thS  ^  impor- 

?SS  g™“ntortheIo  l>onhns  lOBtltotlon.  »«  tho 

iKteraatioaal  Bank  pt  fJ^tSSr^c^nSrloE 

■  1110  loans  of  th@  Soviet  Baion  to  ,  th^se  c.antr^^^ 

are  baaed  on  the 

bi^,efite.,,  reapect  for  the  th^  borrev.ji 

co-untrlee  and  mn-intert entarna+innai 
to  which  the  ITSSE  al^^ajs  adheres  In  its 
credit  relations*  In  contrast  .with  the  ©sjorlt/ 
ff'^anted  by  imperialist  go¥es*nm«i!3'u6 ,  ta©  logins  Oi  ^h. 

•0SiR  to  mdardeyaloped  hi49n  5%- 

tfi^n  and  eamtot  contain  any  kind  oi  ©pan  or  a^xosi  pr. 

Tisiona'iroposing  npea  the  boirowars  political  and  Kix,.*.“ 

taiT  ©blissatlona  or  demacding  fro« 

A.'n(^mir,rm  "’leading  in  the  end  to  the  enslay®?aent  ©,-..  thy 

dStci  oomatries.  ‘'lbs  peoples  of  ©  0®® 

of  the  Ke.st  had  the .  opportunity  t-o  convince 

throwh  their  own  •  experience  that  and ’^oana*' 

iSri-erlallet  governsnents  in  the  form  of  gr^anxe  ^^and  ..oans 
l©nds  to  the  aeiEure  ef  their  most  imporwsnt  by 

ea'-^oiffo  PonODOlieSo  to  their  .involvement  in  aggregslve 
mllltirj'bloca,  and  to  the  loss  of  their  national 

p^TU.©nce2  leans'  to  un.derSevelop6d 

Iffioeria"*  let  goveraffients  are  not  Satereatod  to  the 
dukrial  deTalopmsnt  of  these  couatrlea,  to 
in«  their  own  heavy  Industry  and  aachinary .  Xt  is 
known  that  th®  'ffioaopolles  of  the  Baited  Stetas 

land*  Which  supply 

praasur®  on  India  to  disturb  vhe 

national  Industry,  bhen  the 

struct  tog  the  Aswan  dE®  to  the  Fgyptl&n  part  of  the  Unlteoj 
L  ■ 


Arab  Rfipublic,  whlah  was  to  make  possltols  the  dove loiiffient 
of  an  IcidepMident  ecohOaiT  ih  that  country,  tbs  rullns  ^ 
otrel6£*  of  the  US  put  forth  proposals  eh'd  cohditlona^ 
which  vjou3.d  have  wiped  out  eoaspletely  the  irdap'endeuoa 
of  the  Uhited  Arab  aepubllc.  -  In  the  light  of  these  facta 
the  -granting  by  th®  Soviet  UbIoh  of  long  term  .loans  to 
the  UAH  for 'finarjclng  part  of  the  expend Iturea  for  th© 
cori6tin.?otlon  of  the  first  lrietall®eht  of  the  Aswan  dm 
proved  to  be,  according  to  a  report  in  tb©  press  cf^&h© 
IIAF.,  a  great  contribution  tri  th®  struggle  of  the  UAB. 
agatnat  the  econoffiic  presauro  of  th®  iiEperia,llatp. » \ 

t  At  a  time  when  a  large  part  of  the  loana  of  Ins-per- 
ialist  governmehtB  to  und 3rd evs 'loped  countries  la  graiitffd 
foi-  military  purooeea,  tha  extraction  of  ravi  materiala 
and  for  liamedlat©  needs,  the  USSR  extorda  to  thase 
countries  loans  for  th®  purpose  of  recoil Btructing  aed 
iiiduatrlallslng  their  counliriea  .  Iba  i  nveBtEent  loans 
■of  the  USSR  to  underderaloped  coi.mtr-ies  pat  'an^  ei^d  to  the 
aononoly  of  S-mpo.riallst  gotornsionts  and  tnolr  banAs  tn 
the  supplying  to  these  coMuirim  of  credits  for  industri¬ 
al  equipment  end  Bis.chineri' »  '  i 

ihs  dlslntereeted  character  of  friendly  oconoffl'lc 
ntalstarc©  by  tha  USSR  in  the  form  of  loans  tc  soolmM&t 
miA  non-BOOlallst  couatriss,  end  the  absence  In  the  case 
of  tha  USSR  of  a  destre  to  receive  comriierclal  profit  fro® 
its  credH  orjeratlona,  are  tost  if  led  to  by  the  favorable 
CGEidltiosB  for  the  liouldation  of  tbs  loans  and  the  ©x- 
treffiely  low  rates  of  Interest,  finess  rates  of  Interest 
are  markedly  ■lo\?ar  than  the  official  dlscourst  rates  of 
the  contral  banka  o.f  the  chief  capitalist  caurtrlee  la 
1957-1958,  .As  Is  well  known the  rataa  of  interest  of 
■orlvate  commoi'*cia.l  banka  end,  even  more,  tha  Interest  on 
ioijg  term  loans  and  credits,  is  higher  than  the  official 
discount  rate..  Ttio  rates  of  intarest  on  long  term  loans 
by  the  UDSR  to  Socialist  countries  are  2%  per  aKnum  (to 
CliiriS—l^  per  annum) .  At  the  very  ssme  time  Yuf  os  lav  la 
pare  on  tbs  loans  that  eho'  roeelves  from  capitalist 
©ountrles,  from.  3,5^  par  6;nn«®  (to  the  Interaotlon&l 
Ba-nk  of  Reconatruetion  and  Development)  up  to  8,5}«  (to 
the  Felerated  Republio  of  Germany  I ,  Polend  will  pay 
4,5,^  per  asxa'am  on  the  1957  loan  it  recalvsd  fro® -the 
United  Stetas,  loans  and  crsdlte  by  th©  USSR  to 

underdevslopod  countries  ratae  of  8,5^  prevail.  ®ils 
same  rate  of  Irterest  wao  also  established  .for  both  our- 
rency, loans  eranted  by  the  USSR  to  Finland  i'a  195^  and 
1955.  After  "the  war  not  a  single  country  and  not  a  sin¬ 
gle  lnterr4&tiOKal  financial  Irastltution  grantod  loari.8  to 


a.t  such  a  low  rate  of  interest*  For  loans  of  the 
International  Bank  of  R®o  on  struct  ion  and  DOTelopi»er»t  F^~ 

*1  Tiaid.  not  IsHB  than  tv^*- 

Tho  IiSitematloaaX  Bank  of  EeooiifStrxjcfilon  s.n.'^  ■ 

5  tSis*  ann®  o»  Ic^S  ®  JS" 

®rvaa«  ?sssra’io®  ?« 

iiJslotacat  of  trmepoi't,  for  '59 

at'an  UteT-ml  of  53T5^  par  amm* 
a  loan  to  India,  to  paj  for  s^PP^^f 

equipment  carried  a®,  interns  &  Oi  juJ  TLS  tothe  ?«.. 
Federated  R.^p«lDile  f  f^S 

Ited  Arab  Espuhlie  to  19^B  Pf  cnA 

fF-ve  los^B  by  the  VBSR  tc  the  fo^mt-  ooimi^  and 

depeMent  oountries  Iw 

t>*@  infletsena'ano®  of  th®  economies  ol  tne^e  oountru.6  py 
frt'etoJ thes  from  depaiidenoe  on  laperlaito-t  comtr^eM, 

*,  1  »  _  .i,  i|  'ti:^.'.  *:»>. 


most 
and 


tiE'oortant  factor 
lessoKtog  of  St: 


In  €fs:< 
•In ,  In 


la  addition,  they  are 
tencU»i^  the  areas  of  „ 

Wte^aitloMl  «latlo«.  ^  ^  «adarA«.l- 

owc.  -.c-ralrlaflM  llculditloi,  of  tho  loa.o  to  forolm 

?q-^«'Qr!0y,  ©f  Which  tb®  majority  .of  thes® 
a  comrlet#*  lack*.  In  agreeing  to  r.®ocive  goods  as 
itS'of  «.«  108BS.- goods  ttjt  aw 
co'uatrlea  and.  e&s  ba  exported,  the  IfSoR 
thsir-  currency  dlfficwlttoa  bat  ®|*|® 
tmulm  of  for  tba  bbM  of  vbeli  pio 

ducts*  comrers.ation  with  a  S-raach  ST 

rade  Klk'Oy e®  pointed  out  that 
to  un(i©rdeir'Sl©p0d;  co-antri®s  .and  the 

'*0  offered,  ''force  Aserican  ajio  other,  oaplie-.-^ets  to 
to  make  serious  eonoeastons  to  uMarder ©loped 
5oni?riL  to  .iScreaee  the  allofaenta  of  reeouroeE  to 

them^  and 'to  taroB^'O 

out  the  ml&Bxil  fact  of.-^^onoais  colidborA^lcn 

urdarde? ©loped  soustries  H>e  oh’^ctlo©  ' 

Kor  uvirestralned  praotle© 

to  Of  oapltaltot  oo^^ea  vUh 

and erdex^ eloped  countries  actually  pro<?es  ^ 

ha^B  an  indirect,  but  certainly  a 

them,  beeaaae  cf  th®  SoTlet.  .DKion,  (  ielks  01  ^omsda 
Mikoyan  with  French  ir.-oaraallBts , 

(Foreign  frad<s;),  Ho  8,  1958 9  Page  6.)  , 


Stks  fcvcsecsful  SeTfalopoeat  of  ©ooaomlc  ajjd 

aboi?@  servos  as  a.  grai^ile  conf  Irmtioxi  of  uha 
and  ad^'lsabillty  of  paa-ceful  ooesdst^aao©  ox  cotS2jtrl©i3  ^ 
i/sth 'aiffepari't  social  scd  polttlo&l  systems  s.  and  of  fflu- 
ttmlly"p2*of Itablo  economic  cooperation  among  (.lieBc  . 

A  Feat^jres  and  Provtsions  of  Loans 

t^*£jiSSE,.JLa^l--P£Sl£S-.§o^^^^^^ 

So'D'o'^f  by  tbe  Soviet  Union  of  loans  epfi  credits 
fSee  notei'to  other  countrlee  IMioates  Ita  infivsenoe  on 
the  worklMB  of  socialist 
loans  and  credits  Is  basically 

income  of  the  USSR  which  makes  wp  the  accnsulalcd  * 

/mother  such  sourc©  cm  bo  the/ natlonra  ^f,r-/*Ann¥'  • 

form  of  goods  acQUHWlated  earlier#  am  also  of  ovxiomy  ^ 

"“"'Hite;  Loms  rapi-eaant  oae  of  a  vsrloty  of  orjaite. 
T-onii  tfcic  oreaito  are  said  to  'be  loans  If  tHw  al-e  furn¬ 
ished  and  llouiaated  In  the  form  of  OOTrfflioyJ  - 
—  Loans "and  credits  by  the  Bssa  to  other  coratrsee, 

from  the’ point  of  view  of  socialist  production #  a;ea«  that 

nert  of  the  manufactured  surpins  products  wblch^maKC  u 

the  fund  of  acourauiat  ions ,  which#  Instead  oi 

for  thCi  exminslon  of  pi'oductiye  funds#,  or 

'^im  an  of  capital  for  improying  the  Irflag  standaT'US#  or 

■?or  the  Inoreaaa  of  reservos  ta  Use  economy,  la  separated 

f?«  the  economy  of  the  Soviet  and  vLScttvf 

tioa  of  the  credit  into  the  economy  m.  tha  reapectl^rw^ 

borrower  soimtri’ss  with  tho  guarantee  ftS” 

turn  On  the  other  haxid^  the  entrance  into  the  uuod  Ox 

mtJrial.yaluea  ffoai  the  borrower  countries 

TSauidatlou  of  credits  and  the  pfityment  o- 

thia,  means"'  a  oorreapondlng  increment  to 

come  which  may  bo  used  for  enlarging  the  reserife 

ic  6<,(i  for  the  broaderilng  of  th®  ps’oduct A'\?e  meiU:iG#  ann 

SS?on  of  loans  and  ere«.lts  by  the  OSsa. 

to  Other  oourtrleB  presupposes,  In  '* 

the  nsoesslty  of  b  .oad.®nlng  af- 

tho'se  products  for  whoee  paysient 

forded#  abOT©  the  total  which  ic  usually  produced  ao- 

ocrdlKg  to  the  plan  ,  of  satisfying  only 

nulroments -  or  it  presijpposes  the  neoossl&y  to  spend 

tli0 VoBeriraB  acov«i5:^i2l'vit^&  aarli^^'x^  rapl^'Oe  tb,aa  .  ^ 

later*  Similarly, '  provision  must  be  made  In  the  national  J 


1 


^cosioai©  for  tb®  .reaeipta  of  material  gatss  from 

otliar  ceyptrl©*ir  from  tb®  llotiidatlon  of  loasa  &»,d  cr®' 
dna  roeals^od  bf  tb.e"ii  asd  fro®  tbe  payKept  of  tot®r®at 


ppoii  them*  ■ 

As  is  eridebt  frcas  the  precod-ins,  the  c-oadlt Iors 

oo  which  the  h'33R  extesda  leaps  apd  credits  to  other 
poetries  s  ard  also  the  li^aldat ion  hr  thiss  of  th©  loans 
©rid  »r®dttss  bai?©  &n  iMportaot  ©ebso^io  sigalfloaBe©  %n 
th©  process  of  ©irpaBdlni’  socialist  prodhctiOB*  Xe  eoa-* 
nestioji  With  this  It  hecoaos  adTlsable  to  ©raffilho  la 
greater  detail  the  basic  f^atcras  ahd  conditions  ox 
lot.ns  and  credits  furniehed  hj  th®  t^SSE  to  socialist  sisd 


.noa«soelallst  eo'antrlts*  _ 

I.  ftPfs  ©f  Sr edit*  '  Credits  by  th©  USSR  t©  other 
ocuxstrles  ©an  ba  fiifided  into  ssperat©  type®?  aepcBdmg 
on  th®  for®  and  t®r®  of  the  credit  atid  th®  charaeter  or 


th©  borx'ower*  ^ 

A*  F®ri»  of,  Credit*  Irs  thslr  fora^  ©red.lts 
by  th©  USSR  to  other  oeuntrle©  repraaest  either  credits 
In  th©  forai  cf  onrrency,  or  credits  is  the '  for®  of  goods  »■ 
Cr*&dit8  iis  th©  for®  ©f  mrrmej  ©ailed.  atiTr-mcf  ©ro- 
cllts  and  are  ®3t.t©rid©d  to  other  coisatrloe  In  gold  or  In 
freely  ecsTortlbl©  foreign  enrrsacy.  Under  the' terms  of 
thee©* credit©  the  borrower  rootlTes  from  the  eredltor  an 
asaohht  of  credits sM  he  hlsself  spends  it  m  pmehmm 
of -goods  and  oth«6r  purposes  is  third  ©©entries.  Her®  ■  . 
the  creditor  and  the  Buppliar  ©f  goods  pnrchassd  m.  ta@ 
baEls  of  th®  ereaite  ar^  dlffersat  indlTidaals .  Im  such 
cr-edltB  thar©  is  no  stipulation  binding  th@  borrow ©r  te 
spend  th©  erfidtt  rcceired  in  the  ©ouati’y  of  th@  ©roditor. 

.,  A  spaetal  aspect  of  credits  In  th©’  for®,  ©f  goods 
■in  distinction  currency  credits  i&  th©  fact  .that 

her©  the  movo^ent '©f  er©dlt  ©olncldes  with  th@ 
of  good,©  and  aervioes  '©harged' t©  th©  acoouBt  of  th®  or«-  . 
dits,  'Ih®  creditor  and  th©  cupplier  of  ,C©@ds  fttd- s»r- 
'f^oes  is  on®  and  the  sas©  iMlvldml. 

OredltE  In  th©  for®  of  gerjds  fmniishad  by  th© 

USSR  to  other  coustrlas  ffiSJ  In  thajx  tus's,  b©  divided. 

'  into  tb,o  f ollewlhS  snb-f ©s*fa  s  ,  ^  , 

•tl)  Cr&’dita  for  th®  pc-ymAnt  of  Indnatri®,! 
®r.nip€^jt  s^Wli«d  bJ  the  UaSR  t©  these  chtMtrl®^,  and 
aim  of  technical  aid  I’endai^ed-i  theee  ercdlts  r@pr©®@at» 
aa  was  mentioned  abovs,  th®  foe.®ie  farm  of  credits^  to 
oaP35tri®e  of  the  s©cla.llet  Qa®.p  aad  to  economically  ua'» 

■  d@rd®T®X@p®d  oc-'Dltalist  conatries®  ■  ■  .  ,  ■ 

(2)  Oradlta  for  the  piymcat  of  supplies  do-  . 
liver®!  by  th©  USSR,  to  the  dlfferont  coniit.rl«8,  supplies  J 
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of  rar  asateriale,  f ood-atwf f s ,  aud  otfeax"  goods. 

(3)  Crafiita  %xi  theii*  uatoa^al  for?Ji-‘='30“Oalled 
grain  lofirs,  fnmiabed  and  liquidated  In  kind. 

(4)  Credits  to  softled  by  a  olearldg  a- 
geacy,  bj  permitting  indabtadness  for  clearing  aboiTfs  th.® 
euffl  of  the  tec!:® leal  credit*  these  can  aloo  b®  credits 

In  the  fors  of  goods*  becavise  the  tedhtedness  to  b©^  : 

cleared  represents  auppltcs  of  goods  not  repaid,  by  th© 
purehaataff  coontry  with  balancing  supplloa.  : 

"  '  (5)  O-redltB  extended  by:  foreign  trade  ages- 
eles  of  the  USSR  to  firms  end  enterprises  of  nmierdwel- 
ep®d  capitalist  conistrles  in  the  fora  of  supplies  o*  la- 
dns trial  aqblpmexit  ted  other  goods*  with  deferred  paj" 

mm%& .  ■  .  ... 

Although  the  lleted  sub-forms  of  orodlts  In  th© 
fora  of  goods  rerr^sent  supplies  of  goods  and  aerflcoe 
-r®ndoi''€.d  with  def’erred  payments*  It  would  not  be  correct 
to  identify ' tham •  fplly  with  coiameroiaX  credit.  In  the 
sams  way,  one  shobld  not  identify  them,  with  oradlts  for 
goeda  to  prtvato’firas,  of  which  th®  Eo’^'let  foreign 
trade  agenclea  jsp.de  Ps®  la  es-pitallet  eoaatries  from 
1922  to  1934.  ■  Qjily  th©  las.t  sab-forra  baa  a  deficit© 
■sfmilarlty  with  oo'mmerolal  credits,  n&mely,  the  credits 
te  firEis  and  eat cjrpr Ices  In  uaderdeirelopsd  capitalist 
cc>irotrl®.s . 

,  Is  Is  well  known  ,  liarl  Marx  considered  as  a  oom- 
issreial  orodit  only  sneh.  credit  which,  fanctlcalag  capi-' 
tallsts*  ooeapied.  In  the  process  of  produotioa,  extend 
to  each  other.  In  the  case  of  credits  la  the  form  of 
gooda  eupplied  by  the  USSR  to  socialist  countries,  th© 
creditor  and  the  borrower  are  not  industrial  and  men- 
cha.nt  oepltallsta,  but  goxemments  la  the  rol®  of  ©oo** 
lalist  produo.er3.  '  Similarly,  In  analogous  credits  by 
th©  USSR  to  underdeveloped  oapltallst  countries,  the 
credit  agreements  a..re  concluded  not  betweaj  private  firms, 
but  between  gov©j„®mssts. 

The  aupnly  by  th©  USSR  to  other  countries  of 
credits  for  th®  psyment  of  industrial  equipment  and  tech¬ 
nical  .aid,  have  a  certain'  similarity  with  the  ^“uuarked 
finerafal  oredita  that  th®  USSR  used  in  fho  past  In  capi¬ 
talist  ’countries,  e,  g.,  the  English  credits  of  3,93w  . 

fflud  the  Swedish  credit©  of  1940  and  1946.  The  similarity 
consists  In  their  stlpi.jlated  character,  tiiClr  binding 
atlpulatioh,"  through  whose  fore©  these  credits  Cfiha,»i 
be  used  for  purohasis  of  goods  mid  payments  In  third 
countries,  but  only  In  th®  oountry  of  th@  srcdltor, 

Th.®  difference  eonalsts  in  th®  fact  that  the  pre-  J 
L  .  .  ' 
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^  sant  oradits  r©p2^^B0iQt  credit 


In  -the  t&rm  of 

,.^  w>iars‘ia  the  ' earl i«^r  f  itia^aclal  oraaits  ' 

of  the  oaplfallat  countries  to  the  Sotlat 
credits  tn  tlie  forffi  of  <5’-W"t'©3cy ,  .urxe 
of  the  soviet  eredlta-  Is  a  result  - of  tne 
creaitor'4.J^d  the' ayppller  of  goods  -P^^haeed  oia  tas  otol-. 
of  oredlta  is  the' So'f  let  Oiwanmen^.  t 

riTi^'e  econLlc  eat-lty.  the  financial-  ersdits  ot  tne  - 
cp-cltelipt  ft-jcrrfci'ies  the  creditor  and.  supplier  wore 
different  i:Jjdivlduals,  .'Credits  were  ejctended  hy  the  go¥«. 

^  but  the  money  from  these  credit’s  went-  for  vb© 
pltmtint  of  goods  supplied  by  private  flrras,  _ 

‘  B«  Du>atlor.  of  the  Credits.  .«'rom  the  point  or 

view  of  duration,  credits  of  the  USSR  to  other  couatriaa 
can  be  divided  Into  long  term,  ffioderat©  ter®  snort 

tern  credits,  ;  „  :  \  „ 

Lobs  term  ere.dlts  (more  than  5  years),  as  «.*  ^ 
ren^ral  rule";  mav  anply  to  almost  all  credits  extenaeci 
foVthe  pament  of  industrial  ocaapment  and.  techolcaj.  , 
aid  rends-red  (investraept  c-redlts)  both  t-o  socialist  . 
co'j.ntri00  and  to  uadardereloped  capitalist  countrlea,  as 
well  as  to  soffia  currency  credits.  .  .. 

In  the  .class  of  moderate  term  croaits  urom  >,. 
year  to  5  yesrs)  ©ay  b©  included  credits  for  the  papaenfe 
of  ravr  roatWlale,  food-stuff  a  and  corjsu.m©r  goods,  graxU 
po'mo  currency  oredits,  sno.  also  cou5f.cX"'..5a 
'^ra-dc  cgenciss  of  the  USSR  to  organl 


loans , 
of  foi 


«lal  credits 
at Iona 


and  firma  of  underdev eloped  capitalist  countries  for^oal© 
to  the®  of  Industrial  ecuipEient,  means  of  transport/  t*-na 
■other  si 


iffillar  goods 


loans  (wp  to  1  year)  arc  coraKe-rot&l 


USSR 


.Short  tei.™.  -  .  ..  ..  ^ 

f-redUs  f-aniished  by  forel.s-?K  trad.e  agcnclea  of  the 
to  flTD^c  and  organlEat ions  of  capitalist  countries  for 
sale  to  fhsB  of  raw  -iGeterials ,  corfsuaor ,  anci  other  sIkI- 
Xor '■E^oods  ,  as  well  as  credits  furnished  by  the  J....iiR  to 
some  couhtrieB  for  ad JustiBerit  by  a  clearing  agency, 

G.  ’frpfis  of  Credit  Classified  By  Borrower. 
Fto®  the  point  of  view  of  the  character  of  the  borrow-er, 
credits  "of  the  UBBR  my  b'S  divided  Into  govt-rniBant  cred¬ 
its  oi’  Intergov amB’-’sntel  credits,  and  crMlto  ol  a  pri¬ 
vate  oharaoter  to  flrtia  .and  organisations  &t  capitalls'c. 


cerntrins.’  .All  credits  extended  by  the  USSR  to  com 


t-fJsa  of  tha  socialist  camp  are  based  on  orodir  agr®®,*^ 
m»rta  eonc^iided  bciwe.er  gov oraaiersts .  Both  th©  ore4l»,or 
ar-d  borxo’.<0r  la  these  credits  are  goyexhtmente .  .  _ 

saB'.e  character  belongs  to  the  malorltj  of  , 

to  underdsy^'jioped  capitalist  oountrlas  by  the  u-'jois,.  tub  _J 
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^  OBiy  cr<fe6.itQ  lifhlsb.  can  be  coReiderefi  to  have  s.  ps'ivete 
character  are  those  extoraded  by  foreisoa  trade  agencies: 
of  the  USSR  to  orgaDlaailons  end  ftraii  of  non-eociallst 
oo^jntries  for  the  sale  of  e^i^tilpmant  and  lalscellaaeous 
good.8.  In,  this  olaea  laay  also  be  Included  credits  fura- 
ished  to  gO'S'ernmeat  enterpriaea  of  underdeveloped  oapl- 
tallet  Batloas. 

-  amount  of  the  cr#dS.t  Is  Indicated  in  the  majority  of  oroo- 
it  agroements  in  the  form  of  s.  definite  sum.  In  aoce 
credits s,  earEiarked  for  pe.yffisnt.  by  the  borrewsr  for  ln~ 
'ductrlal  equipment  and  tcehalcai  aid,  the  amount  of  the 
credit  is  indicated  in  the  form  of  a  ,;iaas;lmum  “upi 
to  such  and  such  a  sum,”  In  acme  or-edlts  of '  this  typt;, 
together  vlth  an  Indication  of  t-h©  aiso'jast  of  the  aredit* 
there  la  a  atlpulatloa  that  Ihla  sum  is  subject  to  fur¬ 
ther  determination. 

At  tho  time  of  the  Eignlng  of  the  credit  aeresmsht 
th®  amount  of  eucb.  creilits  oan  be  determlasd  only  approx*^ 
Iffl&tely^  because  the  final  amoTjat  will  depond  on  the  coot 
of  tho  goods  end  eorvlcss  for  th®  payffiont  of  which  tha 
credit  it.  .extendad.  This  la  ospeoially  so  where  the  use 
of  the  credit  eontlnues  m&T  sc  n^jaber  of  years. 

prices  of  the  goods  sirpplled  In  ae-eordanc®  ^ 
with  the  credit  agreements  are  based  on  the  prises  of  \ 
the  gaocle  in  the  wcijld  merhets,  Tiitae  prises  take  a  de¬ 
finite  for©  in  the  .contracts  concluded  or  the  baalt  of 
the  credit  agreements  tootwean  the  suppliers  of  the  cred¬ 
itor  eountry  and  the  customers  of  the  borrower  ootmtry. 

Such  an  agraoment  on  -priess  usually  takes  piece  at  the 
hogisnJng  of  the  year  botwaon  tho  respectl-?©  suppliers , 

:  In  "’commotion  with  this  hit  ie  on  the  movement  o,f  prices 
ia  ths  world  markets  of  the  goods  to  bo  supplied  and  the 
sox'vicoB  to  be  rendersd  during  the  period  of  the  credit 
that  the  cost  of  the  goods  and  sarvlcsB  stipulated  la 
the  credit  agreement  will  dopoad.  How  Kuoh  ind-astrtal 
equipment  and  material  the  borrower  country  will  re~. 

.oelve  lE  dspoadant  on  the  definitely  establlsfeeid  figure 
of  the  credit.  la  exactly  the  same  way.  It  ie  the  chang-e 
.  in  the  prices  of  the  goods  that  will  dotsrialne  th® 
quaxitity  of  the  rospectlT©  goods  which  will  be  at  th® 

,  disposal  of  the  creditor  country  when  liqulfistlon  of  the 
credit  and  Interest  •paym.eats  therecn  oopmsenoe, 

.In,  credit  a  earmarkad  for  payffisat  of  Sorlat  sup¬ 
plies  of  raw  materials,  food-stuffs  -and  oonouiESr  goods, 
the  amount  of  the  credit  is  usual.ly  a  specified  figura.. 

In  grain  loser  credits  the  aaoimt  of  the  credit  la  Indi-  J 
L 


/ 


cat  ad 
pi  ted 


not  in  H5on@y  but  In  tb©  weight  of  the  product  sup. 
on  credit p  e.  g.»  so  tijany  tons  of  W'hest  _or  fodder 
In  curretjoy  cradita »  th©  siBount  of  the  credit  5© 


i  *  In  eredlfs  for ' the  pay« 
'asid  gocjdsj  as  well  as  tech- 
ore&lt  la  Indicated  more 
th©  crsdlt  agroeffleht  Itself.j 


Bpec.lfied  ,te  rnblea.'.or  In  foralgn  eurreaoj  with  en.  Indl- 
estloh:  of  the  oqultalcnt  gold  •  contsst*  or  by  a  fls'sd 
gold  w®l?2h,t  total  aldtie®  For  QXSKplOsf  the  currency  ciea— 

It  to  loiarsd  19 W  wts  in  tb®  form  of  a  loan  Ik  gold 
of  27  Ji  stlllon  ■  ABiSrlean  dollar  a  Cl  ounoe.  of 'pure  gold 
|35K.  Tne'  credit  agreements  usually  specify  in  what 
curranolea  the  ersdit  may  b©  used.  For  '©m-amplej,  Is ^  the  _ 
1954  and.  1955  credit  ttgreeaeists,  in  each  of  which  WMlmd 
was  provided  with  a  currency  credit  of  40  mllllch  rubies, 

It  v^a.B  prorlded  that  the  sum  could  ba  received  in  gold, 
AmrioBTi  dollars  er  other  foreign  currency  mutually  a- 
gre@d,upon« 

Ill « 

Kent  of  supplies  of  equipment 
rlcal  aid's,  the  purpose  of  the 

or  less  definitely,  either  in  x,  .  a 

or  In  th®  atataisenis  attached  with,  tho  lists  oi  goods 
to  b©  supplied,  rpenthe  use  of  the  credit  ertands  over 
a  protracted  tloio  further  specif leat ions  of  purpose  are 
iBcludod.  In  the  yearly  etatements  assented  to  by, both 

sides .  '  .  ■  jB  #  * 

Sfrpr^asarklng  oradlta  as  to  ^purpoa©  creates  a  axreot 

eorneotion  between  tli©  exterssion  of  credit  and, the  sup™ 
ply  Of  definite  gooda.  Stipulating  the  purpese  ffiosiM 
acceptnnes  by  the  creditor  country  (the  tJSSH.,#  of  deflra- 
Ite  obligations  wlth'refersnce  to  the  supplj  of  goods 
ai'id  the 'extension  of  technical  aid  to  the  borrower  coun¬ 
try,  From  this  flovjs  the  necessity  to 'Kabe  proTlsiou 
in  th®  natioxial  eooKomlc  plane  ,  during  the  period  t ho 
DO"''*roV'Si''B  B.y^0  to  ubb  the  for  additional 

o^~th0  spaelfisd  tjnsa  and  claeser.  of  li-idustrlal  ©quip-  ■ 
swits,  materials,  etc.,  to  guarantee  the  supplies  stipu¬ 
lated  In  the  credit  agreement.  An  alternatlTe  is  to 
provide  th©  goeds  from'  availab©  stocks  but  for  this  also 

provision  mist  be  Bt&de.  .  \  .  *  h  .  . 

Xb  tlio  OBMB  of  oimr'Gncy  stlpiilB-tfOd,  cr6’Cl'«* 

its  mean 'acceptance  by  the  borrower  eountry  of  definite 
cOTeiicT  values  in  geld  and/or  forelcpi  currency,  and  not 
In  gbO'ls,  For  its  ps-rt,  in  order  to  fulfill  eurrency 
loans  the  USSR  has ’to  raak©  prOTlsion  either  for  additioii- 
a“i  currency  receipts  or  to  use  Ita  ourroncy  reserves. 

O'^  the  oredltBp  exteiided  by  the  JbSR  to  Oufcex  oouav.-rl^^ ? 
can  be  either  that  of  the  creditor  country,  i.  th©  j 

L  '  ■  ' 
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USSR,  or  of  th«  borrower  e©OTt2*y»  or  that  of^^a  third 
coiastrf.  fh©  oMtraiucy  of  a  ssa^orltr  of  oroditc 
by  the  USSR  to  ©ociaXist  ooiKStria.s  1b  th©  tom  of  goods 
Is  lr»  rublosj  the  Soviet  otarrehof*  e oiks  er edits  aro 

grahtod  M  foreips  ctii’rerjOfj  «.g*»  Ir  tho  loaa  ©f  1950 
•  to  the  Chinese  lt^opl&*n  Repy’blic  the  ourreffioj  v-as  to 
M&rlom  dellar^g  with  a  stlpalatloii  of  their  gold  cob- 
tsnt  (l  otsBoe  of  pm-o  goidK  35  iaerloaa  dollare}^.^  ^  - 

Some  of  the  credits  esct  elided  -reoently  lia  tn^  rorm 

■  of  goods  to  Bor-soclallst  ©oantrle-s,  .are  expraaesd 

forelgB  cnrrsxiey,  e*.  g.»  the  credits  of  195'^  and  1,;^  »_to 
Mshaalite®,  of  19.56  and  1957  te  todossesto,  1958 

to  .Aj-geatiiiR,  ■'ii'fi!'#  in  ^aerioasa  dollatrs*.  Ths  IBjo  xo&n 
to  lad  la  was  la  the  local  opvs'moj  of  that,  eohsatry 

'  peas),  md  the  ,l©aa  to  loolaad  to  Xselaadic  to'orea.  Ob 
the  other  hand*  the  load  of  1957  to  Xsdla  and  that 
1958  to  the  UAR,  were  to  rrhleB,  with  a  stlpulatiow  of 
their  gold  Gontmt.  The  loaa  of  1958  to  Ceflm  waa  also 
is  rii.Mas*  ,  ■ 

In  currerey  oredltc,  til©  foreign  cv.ii’ranoy^ to 
•which  the  loa’a  Is  gi'anted  is  to  easily  eoBTertihla  enr- 
.r-enoy,  whioh  om  be  need  for  p-arcMses  of  goods  axsd 
©■than  pa'\TO©Kts  to  third  oopritrios.  In  oredits  for  ®or^ 

,  ohsndls®,  if  they  asc©  ©xtendad  and  are  to  he  lic|iilaat©a 
.cot  to  cmrreney,  bnt  hy  supplies  of  goods,  the  eurroscy, 
regai'^dless  of  whether  It  Is  to  rubles,  dollars  or  som 
othor  ^  coi^Tai^tifel^i  fur^^ 

rensT,  but  only  a  measure  ©f  the  value*— a  unit  ef  reck¬ 
on  tog—by  which  the  supply  of  goods  m..  credit  eval¬ 
uated.  For  the  purpoa©  ©f  keeping  acoouats  of  the  use 
of  the  -crQfttts  exteadod  to  tha  fora  of  ffierehaadigs,  8i2.d 
for  its  r#paym‘3nt,  the  prices  of  the  goods  eapplled^ 
g-hould  tee  expressed  Ik  the  currency  to  which  the  svt^d- 
cd  e-redit  was  f'igured, 

■  th,e  oredit  agreaKeata  of  •the  uaSR  with  Hfrerent  eomt- 
rles,  't.he  time  during  which 'the  borrower  oouBtry  ca'h  use 
th®  credit-  is  deteratoed  5j:«  different  ways.  ■  la  soma 
credits,  especially  loans  to  curr-aBcy,  the  right  or  the  , 
hoTTovBT  to  use  th®  oredit  hegtois  itaaed lately  ^fter  It 
goea  into  effects  ,Xk  oredlte  ext^esled  for  payment  of. 

.  Soviet  suppllea  of  IMustrlfel  equlpsiopt  m&  tOThrlcal 
aid,  ther«  Is  usually  provision  for  the  parlod  of  time 
durtog  which  the  berrower  car  use  tho  credit,  ^h-us, 
for  to  the  agreemort  of  the  USSR  and  the  Chi¬ 

nese  PecplQ®s  Eapiiblle  of  1959,  th©  credit  was  to  be 
graatod  and  us ad "during  a  period  of  5  years?  to,  the  orcdltj 

■■  t 
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of  19^7  to  Imdorissla  tb®  ter®  was  8  years j  In  the  credit 
of  1956  to  Poland j  3  years.  Uanslly  the  use  of  th©  cred¬ 
it  "le”  In  annual  allotii^enta,  goBietlaee  with  tb«  etlp^ 

ulation  that  the  unuaed  part  of  the  cx*e4lt  3ti  any  y©a: 
can  be'ussd  the  follow  In  3  .year-.  In  currency  or^dlta,  -as 
for 'SxaiTipl^ '  those  to  j}  the  Tifh.t  to  u.a-^  .tha:B  €vll 

at  once,' or  In  parta^  Is  so®etl»©s  stipulated. 

Th©  leufth  of  the  term  of  lo's.rss  and  ortdlts  has 
&  dsf  Inite  effect  on  th©  Soviet  ©ooaomy  ainoe,  to  guas'-Eri- 
tee  the  airorly  of  tha  stlonlatad  Item  of  Industrial 
equipiaent  and"  other  goods,  production  In  aay  glveB  per¬ 
iod  must  ha  adjusted  acsordltsglj.r.:  .  ' 

of  Iridustrlal  equipment  and  materials  on  oroalu 
ear-rled  cut  In  acec'rdance  with  contracts  drawn  utj 


Suppll 


are 


©coaosDlc  agencies  0: 
X;ay  for  th©  cost-  of 


on  the  basis  of  -the  credit  agroesents  between  the  Soylet 
ev-tiplylng  agenoies  and  the  ollentg  of  borrawlog  countries 
xr/ th0'fte"''oontr-act3  prtceo  f  or  the  go-ods  to  b@  atippliecl 
doflalte  dallirery  tlmo  limits  ara  fixod.  With  or sd- 
Its  to  5O0i&llat-  counties #  the  economic  agehclea  of  the 
USSH  supply  In  s  the  'goods  recelv©  payment  for  the  cost 
of  th®  sunpllsa  on  aoocant  of  th©  s'tat©  budget  ,  and  the 

the  respectlr®  scclallst  oountrles 
the  goods  to  the  state  budget  of 

own  COUBvI'^y# 

vilj  " Interest  on  Credits,  fha  Interest  rates  on 
credits  aro  ©atabllahed'  In  the  or  edit  agreement  a  .and  do 
not  change  durlsg  tho  whole  tim®  tbs  credits  ar@  In 
fcpcs,  ragardloss  of  whst  the  fut-ui*®  rata  of  Int-orast 
on  loatiS  In  t-ha  world  flaanoial  marhat  will  be.  A&  'wa® 
Indicated  in  a  pred^sfllng  chapter b  th®  rata  of  interest 
on  some  credits  reoelt'cd  by  t'h®  USSR  in  the  past  from 
ca'pitallat  countries  fluctuated  with  changes  ■!»  the  dis- 
coujat  rate  of  the  creditor  country  *  a  central  b^ak. 

On  leans  t©  socialist  coustrloa,  whether  1cm ^ 
mcderate  or  short  the  policy  of  the  USSR  in 

tlmea  has  been  to  charge  25»  par  snaua.  Hovrever, 


resent 
ft  or 


takirisr  Into  conBlderatloa  the  dastructlori  of  the  ©conomy 
of  Chins  dur-ltiar  the  pr-olongca  'national  tor.  Indap-sM** 
ones  the  interest  rat©  on  th®  1950  long  term  lean  to 
the  OaIusso  People’s  Republic -was  set  at  if.  In  ex- 
crptlorsl  cased  loans  have  mm  been  ffis-de  on  an  Intor- 
et%  fr€8  ba&ls. 

-file  unchanging  rate  of  interest,  reg&rdleaa  of 
the  'topiP  of  the  lean,  reprceents  ori©  of  the  special 
tui^as  of  So-viet  eradlte.  Differing  widely  from  this 
praotxce.  In  o.aplt&llat  couRtrles.  th©  lo'ager  'th©  term 
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'crsait  tfee  hi«3her  Is  tha  rat©  of  li3t«eeat,  all  otn@i 

Br.s«  t. 

r.ia.  in  reowt  Vmea 

f  Mt,«  of  intonoat  of  2.5^  ?®Lf  orir?«rSXJJo'« 

waa  fSt'kJli-  1W«  than  th*  In-  ■ 

1^:  orodlt  asra^onta. 

SMuTStiMi^J-  If  tS;  ^ica  Of  tlo  rftar  too 

SrSii  IB  speBt  feafcre  4)  a 

tmniiml  toi-jB«--‘ap  to  the  ead  of  dt^Xl?©.^  les. 

middle  ^  lioylclattoQ  of  the  credit  for 

?Sf  o™?|»lS“aSf f«SolcIrfM  (?n?o;4®“‘  ?”t4f  kl 

j,.  10  Voara  TOla  ^ ^SlSn  S^Xara 
Pamyje^B  Re-p^iolic  lor  300  mi.^x^ou  ^An-t^nn 

in  thS  1957  loao  1®  »»ra 
ruMoa,  tbs  1956  loan  to  ROTanis  of 
sad  tha  1957  loan  to  Altoenla  of  loo  »1X-1p”  TOtwlala 

for  oredlts  ^r».arke4  co  jay  for  rai»,Ma.eria„=, 

?l’'°S1bfl»56‘'So«tf  P  Polanf  of  WO  ntllion 
rSbloB,  «Mc1i  raa  partly  i”  TOblf' 

of  Sirto  pay  for  tha  anpPlloa  prj- 

fftr*  In  tbi«  Special  agrea-fflciit,  'the  oredlt  was  -o 

Xe  in  x|53»l|60»  xa.  t&.e 

talte  place  In  a«  ©•.■  ^  ,«,,.< a 4,^- *. ^  •ts-oc  iift 

iinan  rf  1400  tors  t©  F©lar.jd.»  llQUlaatloj  %.ac  &o 

SfpiaS  !n  1961-1968-2  yaws.  A  grata  loan  to 

ISyif  to  1957  «sa  to  b.  lloutdatoft  in  195?-195e- 

^  ='®*”ibo  pori^od  of  Itoultetlon  of  c»p«noy  lo^^U 

“fniLrV‘«’'^taffe‘Lafr?rr.ofr?onf7 

lii  tiic  lean  to  nuBBar/  Oii  ^ 

and  pfvrt  ffiercliandlse,  the  pro’sflslc^  llqi.ia.a«.i©B 

ma  for^lO  ii„,iaatlon  of  long  torn)  tnvoetosnt 


( 


credits  to  tirsderds^ eloped  capitalist  co-antrlss  are 
what  'lonper  thaB  to  eocl&liet  c-OOTtrlee*  te  ^  ■’■ 

loarV  cf’''l956  to  IiaaoEesia  for  100  mtlltott  Jaeflosii 
lars,  -the  t@rrs  is  for.  12  years?  tJJ 

for  th.©  long  ter ffi  loaps  to  Xflclla  ip 

to  ®'Fr.t  iQ  ■1958«  Ik  the  long  tercj  loan  to  Afghan  Asian 
for  100  iBtllion  Atssrlcarj  dollars,  the 

was  for  22  Yoare*  Xa  the  195S  loan  to  irges'^Ana  lAqul- 
datlon  of  th®  loan  starts  3  J0»s  after  the 
the  oqnloffiest  arsd  contlnno©  fot‘  e-  poriad  of  J 
Both  oorrenoj  credits  graiated  to  FlKland  in  193*;'  and 
1955  are  spbjeei  to  repayjseht  ir  10  years., 

Usder  woFislons  of  saatiy  loans,  repayment  j -gins 

not  iiBffiediately  after  the  exhaustion  of 
on  If  eft  or  soss®  laps©  of  time.  Thas,  la  tae  long  ttrai 
'credit  of  1956  to  Afghaniotsp ,  'llq^idetlon  began  Sjears 
after  its  utllij>atl©h  5  in  the  credit  of  , 

tSJ^a^  3- yoar^a  later  j  te  the  1959  credit  the  -  . 

Ftepublle,  1  year  after  the  full  deliFO-ry  et  tbs  ooffii./ieti8 
sets  of  ©qi.\5.pment  provided  for  in  the  contracts. 

As  v?a.s  tridiaated  ahoYe,  it  is  neoessary  to  dxs™ 
tlnguleh  the  per 3x4  during  ^'hloh  the  llquidaoiOr^o^, a 
oreklt  takes  place  frois  the  ter-sinai  ^d  "J®* 

during  which  th.®  borrower  laakea  us®  oji  ta®  fu^i  bu®  c-r 
the  credit.  ■.  . 


tereet.  .X&.  th®' .©redit  agreements  with  cx^ttle-s  of 
thTsoiialist  as®p  thee#  methods  differ  ^dmew^^at  fro® 
th©  proTtslona  ifi  credit  agresasentfi  cori03.uded  w^xh  u,.?" 
aordev ©loped  oapltalist  countrios.  In  the  ®f 

credits  for  goods  to  Booiallet  eountrles  both  the  re- 
•o&ya'ient  cf  th©  loan  ar4  tha  payment  of  Interest  ,..ajsa 
4lac®  through  supraies  cf  goodes  ae  a  rule, 
tb©  usual  oxporte  of  the  borrower  countries,  or,  to  oa 
aor®  &xmt,  on  account  of  t tie  receipts  fro®  th©  sale 
■of  these  goods  to  th®  USSH  for  la.ter  elearAng  O-i  ac^ 
Qounts.  In  the  grain,  leans  in  kind  liguidat ica^ of  tne 
'credit  exid  payment  of  interest  take  place  direct &^y  in 


Ir/lBdy  1b  dallferiea  orgraiBs  wltli  play  Ins 

ihe  ronayaent  of  credits  and  p.ayE@nt  ©f 
r*lece  bv  ©•■.lierinp  periodically  the  sum©  Oa  iJ3d®i..t~ 
©.lne;s  due  the  (BSE  onSix  capital  plu©  the  Interest,  . 
tfcL'ding  to  th©  eommodlty  circulation  with  th®  borrower 
oox'nt^y,  for  clearing  purposes*  If  •  in  th©  oleariiig  ^ 
;?count  of  th©  tJ'SSR  there  Is  fouM  an 

relation  to  the  borrower  country,  then  the- xatt®r  is  0^- 
L 


n 

r  '  ^  ■ 

creaafed  liv  tho  sum  of  tlie  liaat&llsaottt  of  repaTiffent  plus 
iiatersst  .*  la  ©tber  word© »  tho  UfSSH  Is  freed  f roa  the 
obligation,  to  coTsr  the  corTespcadiag  part  of  this  ia- 
dsbtodnsaB  with  so-opllss  of  Its  goodc,  t^hleh  meana  that 
the  eredlt  was  llcjuideted  by  the  borrower  with  those*  ^ 
goods  as  a  result  of  which  th®  Indebtedness  appeared  on. 
the  clearing  account «  , ,  " 

In  soae  c-rsdit  agreements  rapajrmeat  is  pres^ided 
“  for  not  with  goods  of  customary  export  by  the  borrower 
country*  but  with  products  of  those  units  and  industrial 
enterprises-  fox*' the- construct loc  of  which,  the  IJSBR  ex¬ 
tended  credit  tethat  country.  The  credit  agreements 
t>etw®en  th©  USSR  and  Rumania  of  1955*  and  with  ths  aor- 
man  Bemoeratlo  Republic  in  1958.  providing  for  assist- 
'  ane®  In  the  development  of  a  chemical  industry  In  those 
ecuhtries*  contained  such  a  provlslOB.  rapaymeat 

of  these  credits  from  these  cd^satrlee  will  bss  by  dellv- 
erlaa  to  the  USSR  of  .products  of  the  respective  chemlcel 

induatrlas,  ^  ' 

•  Under  th©  provleioas  of  a  long  term  credit  to  the 
'Ohlaes©  Pco.ple*s  Republic  in  1950  for  300  rnimor  Aitsr-  . 
lean  dollars,  repiayment  of  the -loan  with  Interest  was 
to  ba  by  deli? ef lea  of  raw  matorlals  a  4  tea,  as  wall 
'  as  gold  and  A!aeric.9a  dollars.  I^ater  these  provisions 
were  changed.  .Repayraent  of  the  loan  plus  intsrast  now 
tools  place.,  by  th©  consent  of  both  aides,  by  deliveries 
of  customary  Chinese  exports.  As  la  th©  case  with  loans 
by  the  USf  ,R  to  other  Eoclal.lst  countries,  sums  due  from 
the  liquidation  of  th©  loan  pitas  Interest  new  go  to  the 
clear Ing  account  of  the  USSR  according  to  th©  cux'rsnt 
commodity  clroulatioa  with  th®'  Chinese  People'a  Eepubllo. 

Currency  credit©  are  repaid  under  conditions  of 
t'he  respect Sve*  agreements  either  1.)  in  the  same  currancy 
values  In  which  they  w^er®  received,  l.e..  In  gold  or 
In  the  stipulated  forslgia  currency,  or  2)  Sp  aeliTerS.eB 
of  ©ustoaiary  exports  from  the  borrower  country,  i.®., 
by  carrying  ever  th®  sum  of  repayment  plus  interest  to 
th©  clearing  account  In  th©  interest  of  th©  U3.SR  accord¬ 
ing  to  the  eoffiffiod.},ty  circulation  with  t  .t  country,  The 
eurrancy  loan  of  194?  to  Pol&nd,  as  w'ell  as  th®  currency 
loans  of  1954  and  1955  to  Jlnland  wei'e  repaid  with  , 
gooda,  Th©  second  'fai’iant  was  used  in  the  combiried 
currency -aarchandiss  lean  to  Polepd  In  1955  for  1©0  mll- 
XI ca  rubles.  Rancymant  of  this  credit  is  through  de-  . 
liveries  of  Polish  goods.  Similarly  the  ourrenoy  part 
of  .th©  loan  to  H'angax'j  In  1957  for  200  million  s’ublea 
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b©'s*ap&i(l  "bj  Ita  ©\jsibaary  exp6i'*tB,'  Loag  tersa  Imns  to 
underdeveloped  capitalist  'oonntrim  aP©  rapald  sith®:e  fcy 
stipulated  gebds,  os*  by  rasolpta  from  th©  sale  of  cu3“ 
toEarj  exports,  or  aiterKatoly  with  goods  ar«d/or' foralgK 
curranoy.  "■  ' 

;  Itraa,  rspayEent  of  tbe  195^-  loan  to  Afgbanletaii 
for-  almost  3 «5  ffilllloa  Iser'icaR  dollars,  is  to  bo  In.--.  . 
wool  and  cotton*  For  the  long  torm  loan  to 'Afgbanlatan 
of  1956- for  100  Millioa  Imsrlcan  dollai'^'g,  rapayaenf  will 
be  from  receipt .s  of  th®  sale  to  the  ySSE  of  Afghan  ©x*-  - 


For  th®  long  torffi  loans  to  IUll®  of  1955  ©.nd  195? 
ropayKcnt-  will  'be  by  a  deposit  of  Inllan  rupees  In  tto 
banka  of  India  to  the  account  of : the  Steta  Bank  USEE* 

The  iBoney  In-  this  ac-semnt  in  rupee®  be  used  for  pay- 
laent  by  ths  U8SII  of  good.s  purchaaeS.  in  India,  -or  It  can 
be  ooaver-ted  Into  British  po.nd-e,  '  ' ' 

.Eepajserat  irtersast  os  the  long  ter®  195-5 
loar*  to  Ind«»esia  can  b©  through  recaipts  ©f  the  sale  of 
-TxdGQ@Bian  Boeds  t©  th®.  U.S3R,  or  with,  Brit lefe.  pounds 
psterlfibg -&s  well  as  with  other  o^veriS.ble  ourrrecles' 
rrat-ually  assent  ad  i©  by  the  State  Eaak  lTSSS  ead  the  Oap- 
tr&l  of  Ittd©B®®la®  -■ 

long  ter®  credit  to  .%ypt  of  1956  for  TOO  ■ 
is.illios  rubies,  plus  list  ©rest,  will  be  liquidate  by  da- 
p-oslttag  the  stipnlst-aft'  suiaa  lb  i^yptlsn  po^ida  ster'» 
llPg  in  a  sijeeial  &ecbig‘ii  for  tha  State-  Bank  bSSK  in 
the-  l-atloh^i  Btak- of  »yypt*  The  deposits  in  Egyptian 
■©otpda-  G&n  he,  uaod-for  payaert  of  .goods  as  per  agreeaest 
.Sotweon  the  BSSE  mi  ^ypt?  end/er  am  b®  eonreried  to 
Eritieli  pourioJ  or  ©t/aer  coaTortlbl®  ourr©noy,  -a8  per 
between  tb.®  tenks* 

fhe  eondltlotie  ©f  ropSiyaerit  of  Soviet  credits  to 
lxud®rdeTolop<s:-d.  oapitfUst  oountrie®  baf©  one'  ©o»cn  foa- 
ture,  n&mklfn  that  the  IJESR  does  not  require  .o'f  th«. 
payffi'ent®  la  forelEh  free:-' ©tjrr easy,  especially  !.J0t-’  la'  ; 
AnssrlosB  dollar®.  Is  spite  of  tb®  fa-ct  that  so-se  of  the 
er^dl’Sii  ere  -#xpr3@e#<l  iE.etiob.  ©"arreacy.  laliliag'  Irto 
cvr-eidor&tlt'r  t'be  difficulties  of  the  mi'dardet eloped 
aovbt'fxes ,  ■  the  U3tR  agrees  ^  to  licfaldati'ea  of  their-  .cred¬ 
it  t.-7  dellvcrl'^s  ©f  their  ouetomry  exp-orta,  or  by  .thoir 
eurrmoiea  which  ar®'  acJir?e-i«tlbla  lato  Eritlah. 
j  eterllag  -  and  vdiieh  p'Xey  an  i®pcrtaist  role  in  the 
intematlonaX  aaooi^sta  cf  these  . countries, ^ 

In  '  aieiost  all  t-h®  cre&St  eg‘.r©aa€«ta  of  the  USSH 
with  soelallet  countries  as  well  as  non-aobiallst 
eouBtrles,  the  liquidatlca  of  long  term  credits  was  to 


1 


b©  iB  ©qual’  amiiual  i»stallff<€?5ts  within  the  stipulated 

■  Ag  en  s-gniEpl©  ok e  can  point  totbe  credit  agi^qo-  " 
laent  of  the  033E  aiid  fha  Cblneaa  People’s  Republic  of  ,  ' 
14  Februarji  19501  ao(;c.r41iJ£  to  vrhlob  liquidation  ©f 
the  ?s.os.n  of  500  million  ARjcrlaaii  dollars  will  take  ■pXft.ee 
over  a  pai’icd  of  10  peara  In  equal  annual  paymehtS'-^opo 
tenth  of  the  credit  recai’ffei3-»“jiiDl  later  then  31  December 


C'f  each  yaer. 
tb.a.a  31  Dacea'ber 


The 


due  not  later 
later  than  31 


-first  .inEtallEent  v?aa 
a.nd  the  l&at-  rot 

BQcamber  19^3 » 

1,  iTa^i.mg  Up  Crsdlte  eM  Sr  edit  Aec;0UKt&*  Ik 
the  first 'long  term  a.n3.  ifiod@rc.te  teria  credits  grantad  . 
by  the  USSR  after  World  tfei‘  li  to  dlfferont  popurlar  do»o- 
cratle  countrlasj  froouantlj  the  arrang0a<Jt.t0  of  thes©  ' 
eredita  were  through  reoelr-t  fro®  the  borrower  couatry  . 
of  sp  cial  obligations  slttllar  to  bonds Later ^  this 
praattce,  which  ' is  well  ’mown  in  ©apltallct  countr-lps  j 
ceased  to  be  used*  At  the  presents  all  oredltc-i  granted 
by  the  USS,R  to  socialist  eouatrlea  and  to  the  yfiftjority  ■ 
of  Pad ©rdav eloped  eo^astrles  ,  arc  arr-anged  by  aHterlng  . 
the  SUES  of  htilSzad  credit  in  Bpecial'aceount©  carried 
la  t-be  State  Bank  USSR  and  in  tbs  central  banka  of  the  : 
respective  borrower  countries .  These  aooounts  also  ■ 
show  r©pa.yffiftnts  on  thea®  credit;,  plus  interest.  Trie  worls* 
lag  ffiethou  of  keeping' thtft©  aacounts  s-M  eeloulAtlng  th© 
utilly.atlon  and  ilquldation  of  the  credits  is  agresd 
upon  by  the  USSR  Stat®  Bank  and  the  central  banks  of  tha 
borrower  countrlea.  , 

Ill  the  long  teriE  credit  of  .  1958  to  tha  Argentine 
Republic  ef  100  million  'Amcrlcari  dollars  the  farm  of  tbs 
credit  waft  through  acceptarice  by  the  USSR  of  bills  of 
axoharfge  gyarantead  by  fhe  Argentlus  gOYernmeat  and  iss¬ 
ued  by  the  or.aariiaatlona  recall  log  the  ©qulpmerat  on  cred¬ 
it.  '  ■  '  .  ' 


Tlie  cuaatlop  -pf  credit  arrangeffiento 
perts-nt  significance  also  in  the  extension 


has  an  Ib- 
of  &osffij,ercial 


cr adits  by  the 
®.nd  organ  1?  at 


3oylat  foi’‘oiga  trade  ageijoiea  to  fl-«j!e 


Iona  of  oa 


_italxst  underdsYslcped  cou'titrles 
sale  of  Soviet  goods  or  dsi’arred 


In  the  case  of  the 
p.ayaer4ts,  a  taore  s.xpfc'Clleni  form  of  arrAngtng  oredl-t  Is 


the  borrowing  par- 
eust-omer '  is  not“th® 
goveraraent 


by  aeceptanc®  of  promissory  notes  fre® 
chaser*  In  this  coaneotion,  If  tbs 
goYsmiKent  or  an  orgft®lii.atlQn  for  which  the 
will  8.s.9utfi6'  rospoaniblity j  but  private  f Irma  and  bus  1- 
raases  of  some  other  kind,  then  sacurity  of  paymeat  can 
be  obtained  through  a  .guai'anteed  promissory  not©  of  tha 
government  or  central  bark  of  ths  oust omer’s  country* 

L.  ‘  . 


J 


/  i7  ' 


fh<5re  are  oasec  where  •under  cart  alls  conditions  tbaso  »©» 
potleble  notes  can  be  diccouated  Iti  local  or  foreign 
banks j  or  l.o;anE  can  be  obtained  te  these  tanks  j  wl'Wi  these 
notes  as  collateral. 

jni,  Includirii?  a  Gold  Std. pule t ion  In  the  ITOTlsion.s 
of  the  Prod Ita.  Aa  vas  indicated  prstloueljs  a  number 
of'  credits’  granted  by  the  tISSFi  to  o'tshet*  countries  are  sx-* 
proased  %n  foreign  evirreSsoy »  In  some  of  those  pro'S'lelon 
la  i^-so  isade  f er''the  liquldatioc.  of  the  credits.  In  tr'le-w 
of  the  inatablitty  of  ca.pitaliat  currenoj  during  'pori.oda 
of  gensral  ea.pitaXtst  crises#  froia  which  ©Ten  tk@  Aaorloan 
doliLar  Is  not*  exempt »  it  becomes  Mvleable  to  InoladG^  In 
the  proflBloss  of  th@  respec'tlve  credits  p.  gold  stipula¬ 
tion.-  This  la  of  special  slgiiif loanee  In  the  ease  ©f 
long  tersi  credits.  FurthermsK’*©,  a  geld  stipulation  should 
expresa  Its  dual  aspect.  If  the  l&kh  i&  granted  'is  for- 
elgB  currency #  e.g*  In  liaer lean  dollars#  &M  the  -atlli^a- 
tlob  of  the  loan  is  for  a  durattoxi  of  several  years  during 
thich  the  currency  of  the  loan  may  deproc late#  then  .the 
borrower  ccmitry  will  receive  or  the  loan  from  t'hs  cred- 
country  a  smaller  quantity  of  industrial  mulx!&h&.nt 
an  I  of  other  goods  than  was  pro’fidod  for  vfhea  the-  cred-lt 
agrasrfeut  was' coaoluded.  On  the  other  hand,  if  t‘h©  d®- ' 
praolatlos  of  the  our-raisdy  in  vrMch  th®  loan  1®  drawn  up, 
takes  place  after  Its  utillsatiorj  during  the  period,  of 
liquidation,  then  th^  creditor  country  auffera,  bscausa 
the  debtor-  country  will  deliver  for  llqudctioB  of  the 
losia  smaller  quantity  of  goods.  These  are  the  ooass- 
que*nc©»  when  depreelated  currerfej  reBullB  in  'b.  OGrrsjspond- 
5*ng  rise  l»  the  prices  of  tb,®  goods  etrppl.ie'd  In  the  course 
of  the  eartensloE  of  'the  credit  -and  Its  liquldatiori.  In 
this  conuectlotj,  the  gold  st'lpuls.tlon  ta  long  ter®  loans 
protects  the  'interests  of  both  creditor  vand  debtor 
ee'intr;?. 


The  gold  stipulation  with  this  dual  aspect  was  In 
eluded  In  tha  provtsSO'oa  cf -the  long  tsrra  loan  of  1950 

*s  Republic  of  300  lalllion  Amerloaa 


to  the  Cl-iinea©  Isoplc 


dollars#  In  the  lov3g  term  loan  to  Afghanistan  of  1956' 
fo'*’-  ICO  millioE  American  dollror's.  In  the  long  term  lo 


- ......  _ _ _ _ _  _  _ - ,  _ term  loan 

to  the  i};*g6atl'ti©  itapublle  of  1958  for  100  as  ill  Id's  Anieri- 
ca;2  doltlarsj,  axid  irs  several  other  loEas* 

In  8  ijrtmbsr  of  loans  granted  by  the  USSR  to  un- 
de.r.‘U.vUi.qpe.5,  eouatrics  T-sJhGr©  the  amount  ef  the  credS.t 
Is  expresse.!  In  rubles  the  gold  oon'fcent  of  the  ruble 
la,  'indicated.  E-xasaples  of  this  are  th©  loanB  of  1957 
to  India  ersd  of  1956  t-o  i^ypt  and  Ceylon.  . 


n 

^  ISxnsi ,  In  fh.e  bet’A'sen  the  bBSE  a».«i  Ssi^’pt 

of  29  :Jmu^ry  195S;  in  which  orcdlt  l9  si'anted  tn  rnblss 
but  its  llcuiaation  is  iB  Egyptian  pouTids ,  6^Xd  stlpu- 

■  latlons  are  pro-srlded  for,  in  relatidn  to  tbs  ruble  ae 
well  as  In  relation  to  the  Egyptian  pound.  '  In  easa  of 

&  change  Ir/the  gold  content  of  the  ruble  before  full  u- 
tiliEattors  of  the  credit ,  the  &ffioor5t  of  the  credit  that_ 
still  remains  unused  should  bo  revised  In  accordance  with  - 

-  this  change,  in  order  to  KiaJntaln  the  gold  equivalent  of 
the  unused  part  of  the  credit.  Similarly,  in  oa.se  of  a. 
change  In  the  .parity  of  the  Egyptian  poundl  then  the  bal¬ 
ance  in  the  aceount  In  favor  of  th©  SH^at®  Bank  USSE  in 
the  Matlone.1  Baoh  of  Egypt,  In  which  are  ©ntered  the 'pay- 
meats  of  the  credit  llqulcl&tlon,  should  bo  revised  pre- 
portionate  o  the  change  that  has  taken  place  in  th®  gold 
content  of  the  %yptlan  pound. 

6,  Goncl’Jsions.  Prospeots  for  Dbvaloping  the  Intarnat-  . 

- 

As  is  evident  from  the  precadlrsg,  the  USSR  has 
changed  since  the  war  from  a  debtor  country,  using  cred¬ 
its  of  canttelist  countries,  into  a  creditor  country , 
extending* credits  to  socialist  and 'non-socialist 
coi-^trles.  The  sum  total  of  long  term'  credits  extended 
by  the  USSR  to  countries  of  th©  soclallat  camp  was,  in 
July  1957,  26  billion  rubles,  [See  act®]  If  to  this  figure 
are  added  the  long  term  ersdits  granted  by  the 'USSR  to 
capitalist  ocuntriea  froffi.  1954  to  June  1959»  amounting, 
according  to  flgur'es  published  in  the  Soviet  press,  to 

■  more  than  4  billion 'rubles,  then  the  total  figure  ^of ^ 
credits  granted  by  the'  Soviet  runs  to  more  thsp  32  bil¬ 
lion  rubles.  This  figure  exceed.®  by  many  times  the 
total  sum  of  the  credits  rscelved  by  the  USSR  duri.ng  the 
time  of  and  after  World  War  II  from  capitalist  countries 
(Eugland,  the  US  end  Sweden),  and  also  the  total  sum  of 
the  pre~W8.r  foreign  trad©  credit  todebtednese  of  the 
USSR' to  ca'oltallBt  countries,  which  at  the  end  of  1931 
amountod  to  almost  4,860  million  rubles  adjusted  to  tha 

ffeote.  See  article,  ’’Eoonomlo  Collaboration  of 
Countries  of  the  Socialist  Camp,”  14  duly  1957.} 

,  Tho  flscur’es  cited  tnaicS:t6d  that  the  credit  bal¬ 
ance  of  the  USSR  with  the  foreign  world  has  at  the  pre¬ 
sent  time  a  significant  active  balance  in  favor  of  the 
USSR,  and  that  the  USSR  tharofore  a.ppea,rs  as  an  Important 
creditor  country.  But,  as  was  shown  above,  the  USSR  Is  a  J 

'  L  ,  ,  : 


ex' editor  e  ours  try  c-f  a  epeei©..!  IciBA,  laarkedly  differant 
frS’tl'.e  eapttallat  creditor  eoiintrles.  Th%&  is  explain- 

ed  the  i'eot  that  i»  a  aoelallat,  ©eonomy  thsra  Is  ^ 
a-hsence  of  those  -oeusos  >f'hlGh  dottipsl  eepitailst  ecnsirlas 
to  OGOXivj  tkemselirea  i^lth  the  expert  of  capital,  Ineiitd.-* 
$.np  the*  f oral  of  extending  loans  and  credits  to  other 

"  ’rne  credits  grantea  hy  th©  USSR  to  other  c cun tries 
have  nothlBF  In  eoisSoh  with  the  ©jtport  of  capital  in  a 
oapltallst  ,0OCBoay>  In  a  capitalist  ©eonoiiy  the  |3rpor& 
of  capital  becosiess  In  the  period  of  ifiiperlalis®  tor  the 
'more  prosperous  capitalist;  .countries ,  an  urgent  S;#C8sait|- 
Aa  Lenin  pointed  out,  “the  need  for  the  expert 
Is  created  by  the  fact  that  In  some  coUBtries  eap.«tallS!ii 
'beoaa©  cverrlp©,*’ ead  capital  lacked  oppertmsltles  for 
®pr-cf Itable®  SmraBtiSent ^  tuuder  eoaitlona  of  unde3.‘u6%''ei- 
'OPment  of  agriculture  and  the  po'ferty  of  the  masses j »  ^ 

*  ’■  Because  of  th©  unwillingness  of  ca,pifeallavs  to^use 
surplus  capital  for  the  doralcpment  of  s,grlon,ltui''e 
raising  the  standard  of  llrlng  of  the  work ars,  sine©  xhxs 

sioB-T/  Xow02^1rig  of*  pr^ofltiSg  osiplt'ci^X  funds 

/:;«hsd  to  backward  Countries  where  cheap  raw  mtgrlala 
chid'.low  ws-gcB  promised  a  Bsaxlsm®  profit,  as  well  as  to 
IndustrlOiliy  fie'iraloped  countries,  whan  the  sztensron  oi 
loans  ro  these  courjtrlas  offered  the  creditor  dej^lnita 

'under  conditions  of  a  eoclallst  oconony,  having 
deatroyed  the  basic  coafllct  of  cs.pl tallssi-^-a  coRiXlct 
hatvre©n  the  social  character  of  production  ^d  th@,  pri¬ 
vate  fore,  of  own8r3hlp-"“CS.us©s  are  absant  waich  in  oapl-^ 
tallst  countries  call  forth  the  necessity  of  expor^ilsg 
ca-oital.  In  the  planned  OQommf  of  the  USSR  there  can 
h.^/nc  "surplus  capital/*  The  development  of  productive 


b-^>  no  siirp-tua  capxuar.  xuw 

forces  in  a  socialist  commonwealth  does  net  rest  on  the 
narrow  limits  of  a  demaad  that  tt’aat  bring  profits,  as  is 
the  case  In  a  capitalist  ©eoaoffiy.  Eeserves,  which  hev© 
accumulated  In  e  socialist  eccKomy,  are  dir acted  is  & 
p'*EBri©d  ffiannar  toward  purposes  ef  expansion  of  eosiallst 
prrvuctlon,  a.ir^‘%  at  raising  the  standard  of  living  of 
werv^rs,  in  kooping  with  the  basic  econosBlc  la%7  of  sc- 
C  f?  . 

Orallts  t'Xv ended  by  the  SovlC't  Union  canEot,  by 
X'-'-'i  T'sf'V  nature  of  the  socialist  ©conosEy,  pursue  xaox’&sn- 
a-'j  ends  of  ©.arnlng  abroad  a  higher  profit,  of  ©xplolta- 
t Ion  and  ©nalavemsht  of  debtor*  eountrles,  as  Is  mostly 
the  case  with  credits  grantea  by  capitalist  souhtrles.  In 
Tl6'Vir  of  tll6  0»*b00BO0  1b  B.  60  OB  OKI j'  O?  SpOu  l.^’X 


eategfory  of  capital  as  surplus  ftmas,  ‘brlPSiQS  eMltlcrsai 
profit/ and  therefor©  also  the  afeaenoe  of  a  a&te-gox'y  of 
canital  for  loans,  the  siaterlal  valties  whleb  the  Ssi?iet 
GoTernaerit  ©xtends '  tc  Oah«i'r  so^trle®,  ander  isscsdltiojois 
of  ©ou&l  retarn  nslthln  a  deftelt©!^!^  tet  period  *  ar®  ai3ii-» 
lar  o»l.j  in  for©  to  tbo-credita  ia  a  oapitallst  mmomj, 
ffe(4  alls  of  these  ’*  or  edits'^  ia  rathor  tho  extension  of 
friendlf  dislntereated  ocsoriO'ilo  help  to  other  ocnatrisa-- 
ioeiallst  md  ncn-soclaliet . 

fb.e  object tY0  eooao®!©  laws  of  aoel&llsffi  find 
their  reflecticK  alRO  in  other  ohara.et@rlatio  featiires 
of  international  orodlt  relations  on  thB  part  of  tho 
Soviet  GoveniBiont B  Iha  intarost  rates  on  cradit®  granted 
bj  .the  Soviet  GoTomraot  to  other  oonntrles  a3’»e  staaid&rd 
ratos  sad.  are  not  dateralKed.  as  Is  tha  oae®  in  capitalist 
coniitriess.  bf  the  fluctaatloas  of  loan  Istrreats  oa.  ths 
world  monki^  market.  It  is  &mf  to  b©  convlaoed,  of  this 
froia  the  cossparisoa  Ksd®  above  of  the  Irttereat  rata©  on 
loane  sad  credits  ©xtendod  by  th®  USSB.  daring  reconi 
jears  to  Boclallst  and  son«'0ooialist  coantrias,  with  the 
interest  rfi-tes  on  losna  and  crcdita  extended  dwring  thio 
g®[« ■period  to  diff arent  borrower  vcoantries  b?  th©  Urlt©! 
States  ftijd  other  capitsliat  ooPiat'rleo,  as  well  ss  bf  tha 
latertiStional  Ba®k  'for  Eoconatmctloc  and  XfSvelo'pfluaEt.  ■' 
‘Bi©  Ihde-pendoKoa  of  laterast  #d4iB  ois  eredita 
proYlded  by  the  Sofvlet  GoTera'ffient  to  other-  eomiti-los  fro® 
th®  rates  of  the  1-oan  in%ei*e9t  of  the  world  oapltalist 
is.-arlcet*  la  ®xp3,Elttsd  by  the  fact  that  credits  granted  "by 
the  0SSR  to  other  aountries  aro  not  a  ®.0¥e»enit  of  loan 
oapS.talj,  and.  for  this  reason,  are  not  ooiatrollad  by  reg- 
nlatloKs  characteristic  of  loan  capital  la  a  capitalist 
ae'3h0f?’'|’ , 

’  Otsq  of  th® ’coKoeidonees  of  socialist  productive 
relations  is  tlio'  cliar-acterlstlc  raclaanglhg  ©xactness  and 
accuracy,  well  ipo'^ra  tc  capitalist  bi.jsinoaa  oireles,  'cf 
the  Soviet  GoverhiBant  and  tbs  SO'viat  fcrelpj!  trade  02c-* 
gahiratloEi®  in  tbs  fni.fll'JjS'ant  cf  'tke  eredit  ©bllgatloas 
that  thty  have  feEShifled.  -G^Vslta  a  differaat  pletnra  Is  ■  : 
ob-aerred/  as  wa,a  @h42i^-.'n  abevej  in  tb.®  ea‘pitall.ct  feconemy, 
ii3  whiefaj  beeaus#  of  ths  fvmstlot  of  tbs  law  of  anat'eby  , 
In  predn^tion  arid  ooiapetition ,  eeonoslc  or  ?«a  lar® '  In- 
ev  it  able,  resulting  1e  baaterdptef  and  iiOKi<-p*y®ertt  of  do- 
SiSStlC' and  foro'lgs  debts.,'  '  Kon-fislf llXasaet  of  foreign 
.credit  obligations  obTa  bairo  no  place  in  the  USSB.,  in 
xlsR®  of  ilio  abSTOcs  In  a -scol^list  econoMy  of'Ortsas  of 
cver~produetlott,  and  also  beoaws®  of  e  plasmed  rational 
ecsixoEiy  ajjd,  te  -partlonlar,  of  planned  international, 


1 


rat-icy  atsd,  credit  ralations..  In  these  plans  proTlsloss 
are  ffiade  fo-r  £*decnate  USSR  cisrrsncy  resotjrcsB  to  liqnlr 
date  Oil  tlffia  all,  foreliSir  credit  .obligations  and  the  la-  ' 
tercet  tneraon*  In  eohij t?et Ion . with  t-his,  the  capitalist 
countries  ha'fe  tteirgr  In  the  past'  bad  mj  object i?9 
grounds  for  doubting,  the  capacity  for  paptents  by  the 
Soviet  Oovemisent  i.  toils  *  however'-,  ..Aid  not  stop  raaction-^ 
ary  cirolos  of  these  countries  hostile  to  the  US.SH  fro® 
anreadiriP:  sla.nderoP0  ruraors  about  the  incapacity  for 
pajffients'by  the  iJSSH,  or  sfoout  Its  financial  rwla*  Hiaoe 
slfaifler-ous  caEipalgns  always  encled  in  •  dlsgraseful  fail- 
u.rs  for  their  lasplrers* 

According  to  tha  dcsiarifis  of  the  eccvaoalc  law  ol 
the  tilarmed  develoPBient  of  a  national  ecoisomy tho 
•velop®^:nt  'of  International  credit  relations  of  the  Sc-  . 
vlet  QoToraaient-' talcea  place  aecordliig  to  plan,  aad  hot 
sscretl?  as  harpenu  most  of  the  tirnc  In  a  capitalist  . 
covmtr-y.  International  credit  ralatlons  are  eenduoted 
by  the'  Soviet  GovarriCierit  In  tb©  foim  of  a  slagle  ®cobo- 
Bio  unit,  0OP.a,uctirsg  foreign  trade  on  the, basis  of  & 
s^O'verEtaent  ffionc-poly. 

Ibe  credits  grant  oft  by  the  USSR  to  ether  tries 
tad5,c£t3.ng  a  Bovemeht  of  nseteris,!  valuss  frora  the  Soviet 


WiCKT  to  the  eoonojBy  of  the  borrower  oountrics, 
o  the  contre-rv  aovemont  of  materls.l  values  In  the  11 


qu  .Aat  Ion 
c^oa.ptr-to,f 


of  credits  and  pavirsent  of  Int crest  I'roB,  these 


ito  the  USSR,  ,e,re  provided  for  In  the  national 
®3(C^:offi7  arid  in  the  exc-ort-lmport  pl&ns  of  the  USSR,  f»iQ 


er^^ilta  of  tha,U3Sii  to  sfher'  countries ,  eociallst  as  well 
aa  urderclev'eloped  capitalist  countries, -reprascot,  as 
was  Etrasced,  e&r-ller » •  ono  of  the  forE,8  of  friendly,  Al-a- 
Int'^-reated  ©ooposlo  aid  to  thas®  ooitotrlas., 

a  narrow  cOMaerclal  point  of  ,€',rt«nslori 

'bf  the  'USaR  of  credits  to  other  countrlee  dom  not  oorry 
wltlil  It  the  receipt  by  the  Soviet  ooonoray  of  so®e  kind 
of  umeilate  benefit  la  the.  form  of  a  'higher  profit  on 
ea,-:>.tal,  &B  is  the  case  in  oapltallst  countrlee,  or  of 
an/  cth,3r  gains.  For  the  Soviet  Union  It  would  bo  tiors 
coa'^t^n  lent  for  its,  plana  ad,  esotjoroy,  Instead  of  trana- 
ferrina  to  borrewer  countries  in  the  fora  of  credits 
industrial,  @qv,?ltfflsut  gad  Eet-arlala,  tc  uae  thaa  bor-aolf 
tc"!  do-5.-aatlc  '  orn‘-rOs.ie6  to  expand  procluctlon,  with  fhe  aim 
cf  H-rnding  oav  sn  x-EcrsaBed  nuMbar  of  products  to  for- 
elan  ir»  exchfinge  for  goods  needed  by  the  Soviet 

enTrior-v ,  T'u^  cbar>xof-  on  credits  by 'the  USSR  Sn  the  fora 
of  'inlaraat,  the  sls^e  of  v,hich,  by  the  way,  is  amrkedly 


lo'  u>r-  -t'aars  the  l,nt 

L  ,  - 


rrs 


t  on  tha  Vforld  capitalist  markets 
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repi’eaenta  orjly  sorae  Bmall  cotapanEat-idn  to  the  Scviat 
Ifelon  for  those  lossec  whioh  tho  Soviet  e^souomf  suffers 
as  a  ro&ult  of  the  withdrayfal  of  aateriai  values  for  the 
extepsioii  of  credits  to  cVa^i-  cauiitrlos* 

fo  socialist  ootititries  the  Soviet  tfeilcoi  ert-ends 
distoterested  frateraal  ald^  gro'^./lug  out  of  the  prlnoi- 
ples  of  proletarian.  InteraatSo'nalSsffl,  Ey  force  of  those 
■principles  socialist  ooimtt'les  that  have  reached  can-  ■ 
aiderabie  atjoesas  Ihthe  davclopment  of  their  ©o  on  cay* 
consider  themselves  obligated  to  extend  fraternal  S'up-port 
to  other  countries,  halted  as  they  slm  with  them  Is  the 
■Ideology  of  K&rxlsia-behtnlsa  and  the  cosExson  purposes  of 
the  struggle  ag'ainst  lEiperlallsm  for  'the  'build lag  of 
soclallsB  "aRd  oosisiurjls®^  The  aime  (^hlch  %'m  Unlcn 

pursues  la  granting  credd.ta  to  these  countries,  when  they 
are  In  need  "of  such  credits ,  consists  In  thlet  to  aa^s:©  ' 
possible  the  eooijCKiic  progress  of  thase  co’smtriae  the 
strengthening  of  the  world  socialist  syete-a  and,  thante 
to  this,  the  speedier  aittairiffient  of  the  unlve'rsal  vie"- ' 
tory  of  cmmunizm^. 

With  relation  to  the  credits  of  tka  USSH  to  under- 
drfeloped  countries,  these  credits,  too,  serve  as  dls-'- 
ihterested  help  attended  by  the  Soviet  Utiion,  Just  like 
the  credits  to  the  camp  of  socialist  countries,  although 
the  motives  and  aims  of  ©xtendlng  this  aid  ar©  different 
one  from  the  other*  Ih©  USSR,  ah  well 'as  the  other  a oo- 
lailst  comitries  eon.©  Id  ©re  it  essential  to  help  the  « 
oountrieg whic'h  ha%?e  recently  freed  themsalves  from  the 
ooXonlal  .yoke',  and  w:ho  are  struggling  for  the  strength- 
esiag  of  thslr  econom-ieB,  but  ha^e  not  yet  overcoise  their 
depanderse©  on  imperialist  govemmeKts.  As  N.  S.  Krush- 
ohev  point  ad  out,  the  'OSSrit 'c  on  aiders  ©uc'h  aid  aa  urgent 
task  from  fh.©  point  of  of  hassanlty  and  tfea  eolidsr^- 

ity  of  tusnMxid,  Stress tng  that  this  «.ld'  ia  of  an  tsa- 
selflsh  character,  S.  Kirushchev  says,  "There  Is, 

,  however  s  a.  'eelflehneae*  of  a  oertaisi  kind  (I  put  tha 
word  ta  quotes),  having  nothing  in  ooeibob  with  material 
self lshr,®s3,  exploitat loo,,  and  bait  for  catching  people. 

It  corsslsta  Id  this,  that  by  sxtondi’og  economis,  teoted-^ 
cal  aad  othc’r  help,  ws  create  for  those  countries  the 
oc’Mltlons  00  that  they,  now  that  thay  have  freed  ths'si- 
selves  from  colorjial  err s lav eraent,  should  not  'fall  for 
some  has? mat  lag  bargain  •wlth  bolonlalists,  eho'uld  not 
go  to  them  h&.t-in-ha'ad ,  sbo'old  not-  aubord ins te  their 
occDomy,  aa'd  that  they  should  b©  able -to  resist  attempts 
to  iBiposQ  upon  them  old  colonial  relationships,  even  If 
in  a  changed  form,.  Helping  these  coar'stries  to  set  up  thalrl 

L  '' 


'1 


InduBtry,  develop  their  .eooroffij.  Improve  the  w©3.fa.re  ; 
tVelr; peoples,  hy  that' rery  fact  we  help  PhetB/to  streRgth*^ 
en  th^ir  IndepetKienoti  wliloh  thejr  have  wop  in 
erith  the  Imperial  colonialists,  {  Speeon  of  iSi ,  »  Kir-a usn,“ 

cb.e^»  Iravdaf  13  Jtsly  395B»)  ,  i  ^  - 

’'Xi’'a  number  of  raderdevsloped  counyrles  «5i 
pr-d  4fr^oa,  In  pfertlowlar  India,,  Afgharilsran ,  die  'Jn.i.^ed 
Ar-ab  R.i;Sbilo  aSd  others,  ^^Ith  the  help  of  Scyiet  craalta 
gtmrapteelp?^  BPppllea  to  these  countries 
late  repayfflcnt)'  of  ,  Industrial  equipment  ana  In e 
aid  of  Soviet  specialist,  enterprises  cire  be-lrig.  t-uxly  in 
hesv*'^  Inaustr-f  stnd  other  bi’anches  of  liidustry ,  electr'^y. 
power  stations,  ports,  canals  and  roads.  All yl-nxe  nexps 
tfc.e  acceleration  of  the  tempo  of 
these  coUiitrles  and  Is  fsivorahiy  refiecved,  ^ae 
tal  and  cultural  level  of  their  peoples,.  :  .  1.^ 

It  le.  in  this  that /the  difference  ilea 
nspB  as  a  creditor  countrj  and , creditor  countrlea  In  ,be 
capitalist  world.  The  positive  aspect  of  Internat ionaj 
oredite-»>“tb,e  s,hllity  to  assist  the  development .  of  pro- 
ductile  forces  In  the  econoEileally  oountr-’i^v^-"-- 

this 'is  mralyged  to  th€5:,higheEt  degree  and  takes-  on  ^  ^ 

s.,,rcr3:al  forms  mider  oap>ita.XisiE, 

svrges  of  Its  dsvelopmerft ,  under  sjonopollstie  oaplUiiiS^. 
intarnatichal  credits  are  used  as  weapons  ox  e.rploltaw^on. 
and  enelavae-nt  of  economically  weak  and  backyard  debtor 
ocAffitrteB  by  'the  Industrially  developed  er-sditor  coua*-' 

OsXy  „pa,er  Goolalleai,  as  la  ebown^^in  the  dev el  op- 
Sionl  of  credit  relations  between  th©  lIi,sSrt  and  soolall3& 


anl  j: Oh -socialist 


mnlf  eut 


eouatries ,  does  Internatlonai  -oreal't 
its  inherent  progressive,  tendoncles—'to 


f J,l.ll4dd.JE  AvA  *fc  .11  w  .S'--'  -  --  --  —  -  ,  .  J* 

jhr^lr-  the  vro^T^&^  ot  aex'lously  baciw&rd  ccuYWvriea 
P'^oplea  fid  to'  have  a  positive  lnfl.uer*oe  on  the  c.©V6l 
or.meri  ©f  all  humanity 

^'T*'  T,-  Xi 

Icn 


Tnp  g"i''ard  r#la.nh&l  program  for  psaoefui  ccnsijruot- 
In-'Hoatsd  Ic'the  scheduled  flgurea  for  developing 
the  national  economy  of  the  OS SR  in  1959-1965,  _aXso_ op¬ 
en  »  u"'  A’ldo  ‘nror.peQts  for  th®  development  ©f /orelgi, 
tiea  with  the  USSR.  As  Is  Ind/xcated  In  the 
f-l'rr-a  or  two-.vlan .,  the  for  sign  trad®  tOTEovor  ot 
KoSur  ">;st.Ke.en  t'i'.t  USSR,,  and  'the  socialist /f-ountriss  wxli 
.t o  Dii'3  stTKi  fc.E'l.r  and. .  : 

ir.  ccmparloon  vrltb.  ,1S*56.  Ibe  foreign  trade 

with  the  iinderdev eloped  countries  whip n  has  in¬ 
creased  five  times  in  1937  compared  to  19t)3,  wU-i-  be 
broadened  even  further,  as  far  a,B  ose  can  teil. 
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T'a©  de-^^elepmerst  of  la  «.ced£ipaaiofi  ■ 

by  deirelopmest  of  aredit  p^ilatlo^ia  £iR,oo»  comtMea  a^id, 
cou'^ersoly  ♦  t’ae  ds'^ralopaast  of  obodit  r^latioKS  leads  ' 
to  the  iooreaaa  of  twrijofor  in  foreign  trdd.e»'  In  con- 
nection  with  the  Tast  growth  ©f  t'ha  Goouomic  ralght  of 
the  USSR  I'd  Its  new  at  age  in  .th€  pw^rmi  toward  com-  . 
ffiunlsiB  arid  thus  is  the  Isoreaao  ia  foreign  trade ,  thcjre 
is  good  reasoT}  to  aaBums  the  ftirther  defalopmaBt  of  .1»« 
t&raatioaal  credit  reletioBs  of  the  USSR*  Is  far  as 
the  growth  of  its  ecoromy  parjaits,  the  Soviet  Union  will 
in  the  futitre  extend  eocnoistc  :aid  to  the  aooiaiist 
conatrisa  and  t.o 'andeMsf eloped  capitalist  cotantriesj 
inolMihg  the  extension  of  credits,  if  they  ask  for  them* 
UeliTeriaa,  based  on  'So'^’let  credits,  of  ladps trial,  equip- 
merst  and  the  extension  of  technical  eld  to  the  peoples 
cf  andercteveloped  o-ountries,  will  help  the  latter  lay  . 
a  solid  foundation  for  their  eeonoffiles.  and  adw&nce  ’ 
their  national  sclanc®  mid  oultur#,  (See  ‘^Sp®ech  of  H. 

S,.  JShru3hch©Y,*'  iKi^a,  13  July  1958,) 

Xa  regard  ■.  to  the  ecusts'les  of  the  see  tail  at  camp, 
their  slpslfloant  aticceasoa  In  dweloptog  thoir  eooaoffileB,, 
espooially  in  induatry  arsd  agrlcsilture,  will  no  doubt 
hsTa  the  well  known  eoaaequarsce 'of  dscraeelxsg  the  need 
for  Sow let  credits  in  some  of  the  soelallEt  countries, 
e.g,,  la  the  CE^ilneee  F%ople*s  Republic, 

Hot  to  be  ©xcluded  in  the  future  is  the  posoi-  ■  ' 

bllity  of  developing  credit  relatione  between  tii,a  USSR 
and  the  Industrially  developed  eapiteliat  countries 
with  the -aid  of  usings  the  credits  ’ of  these  eoimtr’les 
for  mutual  benefit,  la  the  coromiinic&tiasi  of  the  Shair*- 
man  of  SoYlet  Ministers  of  the  USSR,  H.  0,  Sa"U8hoh©T, 
to  the  President  of  the  US,  B,  Eisenhower,  dedicated  to 
the  question  of  Imprcviag  SoYlet-lmerlcan  relations, 
and  in  pa^t  to  measures  which  could  help  normallst 
these  relations,  there  is  reference  to  the  possib  .llty 
of  placement  by  the  Soviet  Union  of  large  orders  with 
Amor  lean  fl’rms  for  sem©  types  of  industrial  toulpfaent, 
matsrlaXs  ©;od  feanufaeturod.  artlolsa,  and  also '’to  the 
r©ati.in*50s  of  the  USSR  ix>  pmrohass  more  American  goods 
than  to  sell  to  the  US,  In  connection  with  this,  cch- 
tlnues  the  coamualcatlon,  there  arises  the  question  of 
the  posaibility  of  payaents  by  Instalimept  and  tha 'ex¬ 
tension  to  the  Soviet-  Unlos;  of  long  t&rto.  credits  under 
usual  coMitioBB.  lists  proposal  of  tha  Chalreas  of 
Soviet  Ministers  of  the  USSR,  represents  a  profitable  op¬ 
eration  both  for  the  USSR  and  the  US.  For  the  USSR,  the 
raallEation  of  this  proposal  would  help  to  speed  up  the  J 
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r  fwTflllBterit  of  the  of  Troomz  conmuminr  K  T  I"  ^ 

to*  satisfy  tM-  d@mta<5.i«''of  the?  Sofiet  peoples  ®''®f , 

BS  It  woiJld  .seeS-Ti  2? 

of  Its'  iBduatrdal  entei'prlsa®  and  alaoi  to  iliC}^®A»^@  ®sa 

ployma^t,  Siarr.atlo«l  craSlt  ra-  ^ 

Jatlma  not  m>%j  tbe 

lat'5oaaj  ifhon  thsj  ar®  oased  o»  prinelpxea  o* 

*  benefit  and  aqtjallty  of  parties  oarry  along  '. 

th©  ©stabllsteent  of 

tr&ie-  and  otfetr  econoiato  ties  feetfe'ep  in©  acm^rj 
thatianjwe.  t-ho  sreSlt  and  tho  oonntry  which  rnoelved 

It,  SJnc©  the  -  C'xport  of  goods  la  a  oonaeqnentse  oi  ,uC- 
ter-natlonal  credits,  the  borrower  ootmtrp  ®P“ . 


l?o-  co^niry  the  ^rehaadlsa' of  the 

borrower  country*  because 

Interest,  reallj  takes  place  through. daxl^oitoj 
trm  the  borrower  oowstir*  :? 

torchange  there  eaii  com®  a  dOTelopaunt  .Jff S  ^  , 


e'* trade  t‘ha  eorre^^^-pondlrig  ootiBw.-.ee  uo^ 

ca'Ir  OB  credit,  but  oh  a  cash  b&sla,  IQ  this 

isrdor  norm.1  condltioKS  international  ©rmu.  la  Ohu  leaa 

to  a  v^ldarrirtg  su'd  deepening  of  aconosalc  ties  aj/iong 

rossJlbllty  of  .uttlia&tlo'a  by  th©  Soiriet  QU-lod 

of  crsdltc  froB  tndu8tri.ally  defirelopod  sapitali^^t 
eovret-ries  for  aeoelaratiop  of 
proiuctiy*^  fo,ro«e.  oannot  oe  conatdared 
cri:-ontlble  with  its  rola  a®  a  crediuo*'  oouutrj ^  ortija 
oredlto  to  aociallst  countries  and  baolwara  cepi 

"'^''K^'ea’amoue  IMuetrlallf  defslpped 
ci^editor 'coiintrii-iS  fhore  are  no  countrtos  whoaa  i*.ystcal 
j'rf  tof-al  vevTmmt&tivBB  would  only  wish  to  extona  ^ 
er&dlt«  to  otbsr  oouatrles,  but  would  nmer  "^'berrisel^oB  ■ 
B.p-;.c  of  tbs  credits  '  Of  other  countries .  ■  j?urth©racfr©i 
;:*.s  I'-'-ror^lxaiistblB  4ii'4  soolallst  ., 

ci''if dS"^"  i*.rorj  ■ciEpi'fcElisii  ooiBitr  1:@E‘ !Eu,6^ 
of  ■  o.oexlBtenoB^-  to  which  so3iails%  . 

prtkitippoacBB 

a^^f  V  aS-BO-  iP^tt2.all|  proflt^le  ' 

iflth  differcii^t  0Goiiq!ix.c  aBd  polite ^xs.i 
r *  Ei^erYthirg  dap^iiAe.  iipcii  wha^  eoBdittOBs  ^  ^  ^,.. 

fr>P  purpos0B  tha  soolalist  c-oBut^rj.  reoelY^*^ 

£««  cipltaurcwnteiM.  She  hletory  cf  the  creait  re 
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lat.ior!S  of  the  So’^det  ynion  wl.th  the  industrially  developed 
capite.lir;t  creditcr  couritrir#s ishen  it  “Kes  the  only  socialset 
countxy  in  the  wex-ld,-  slioe-3  that  the  credits  of  thede  gentries, 
under  conditiou?  that  uphold  the  pt-ireiplep  of  eeual  rights;, 
iK’.tteei  benefits,  non-intcTl’c ranee  in  the  internal^  Affai.r3  of  the 
■borrower  coiui't'rj*  i  abS6T^c<^  o.*P  aursy*  kliid 

cor..d.i*fcions  can  play  a  p-nsitiT'^  toI^b  ii?i.  ike  d%'V'^l0p^ot^"t  of  tn^ 
productlTe  forces  of  the  socialist  country^' 


CHAPTER  IX 

BALANCE  OP  PAYM5NTS  AND  PLANNING  OF 

•  ,  international  accounts 

1 .  nse s  Ref le gtlQg-Jpteiaatl^  *  ,  ^ 

■  j(ta 

Tjy.SR'  B  Balance  of  Payments 

0-oe  of  the  characteristic  pecwli^^rities 
ti'-^ral  currency  transactions  of  the  USSR,  as  a 
state  is  the  planning  of  its  Intermtionai  accounco  ahead 
of  timej*  which  have  become  known  as  ai).rrency  p-an^  .1.4 

terminology^^^^^^  to  better  understand  the  essence  and  basic 

principles  of  the  methodology 

accounting  teansacttons  among  the  countries  and  its  aifxext,  j 
ttetlon  fi’om  the  balance  of  pa^fments^  concept .  ^ 

'  Tl-ie  International  talanoes,  «hIoh  *"“,oh" 

“  itco/ok-c  intfrconrae  between  them  are :  J-  e  hal  noea. 
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0t9l.  of  price..,  SrUmk  Tkde  balanced 

re"terLh.hniaN  Sf'enatonn  data  by  means  of  foreign 

®tS?I«5o  ■balances  of  most  capitalist 

-  ?-?kS!  ^SrartlfusSr^  nfd^ 

^Sj,YJ.^ahoW;thelrP;;Port^ana_lmp^ 

rade  tj Oi!  u  .fc  ‘  forming  its  own  trade 

s  th^  jjsfcem  used  ty  «no  Uoou  .in  loxflixut, 

alQnce.s_.  „  «  tr-ade  is  called  a:ctive  when  the  vatoe 

D  exporfs  ^o; '  a 'given  period  exceeds 

b^^|||iii|J"r4“LrS?m1ofrSLf balance  whore  the 


export  values  are  equal  to  tbo  isaporct  values  la  net  balance. 

■In  Bpealilng  of  trade  balances/  one  usaally  purposes 
that  a.'  trad4  balance ‘means  the  relation  of  tbs  value  of  goods 
sold  to  those  bought  by  one  country  in  another  cvex’  a  given 
pei’iod  of  time.,  i.a.,.  one  proceeds  from  the  presupposition 
that  all  goods  exported  during  a'  given  time  were  sold  and 
delivered,  and  that  all  imported  goods  were  bought. and  re- 
’'celved  bjr,  the  counti’-y  in  this  period. 

Actually,  the  value  of  imported  and  exported  goods 
in  the  trade  balance  is  estliTiated  independently  of  the  fact 
of  wbethet*  they  were  bought  and  received  during  that  period. 

Goods  can  be  exported  from  a  country  unsold  when  it 
is  Intended  to  sell  them  abroad  gradually  from  a  vjarehouse, 
in  such  a  way  that  part  of  the  exported  goods  in' a  given 
year  may  turn  out  to  ba  unsold  by  the  'srjd  of  the  year  . 

Beside  this i  there  are  goods  which  are  exported  as  gifts, 
reparationSj  raw  materials,  etc.,  these  are  also  reflected 
la’ the  balance  of  trade.  The  country  exporting  such  goods' 
does  not  receive  an  equivalent  supply  of  goods,  services  ■ 
or  gold  in  return. 

Account  Balance  for  a  Specific  Period.  The  selling 
and  buyiBg‘^i5o3r'Isri:^FTht  maiioritF'of"^  tdie  basic 

fact-or  which  stiimalates  raonetary  demands  arid  obligations  in 
.relation  to  other  countries.  .However,  monetary  demands  and 
obligations  nay  arise  among  countries  aside  fx^om  foreign 
t'i'‘ade,  this  being  a  consequence  of  other  economic  arid  non- 
economic  relations  among  them. 

In  connection  with  this,  alon.g  -with  a  concept  of  the 
balance  of  trade  in  the  sense  of  a  balance  reflecting  the 
monetary  derfiand®  and  obligations  which  occur  in  consequence 
of  ths  selling  and  buying  of  goods,,  it  is  expedient  to  form 
a  conception  of  a  broader  balance,  encompassing  all  other 
economic  a'nd  noti-oconomic  reistlons  existing  among  countries 
which  call  for  mutual  accounting.  Such  a  balance  may  be 
called  the  account  balance  of  a  country. 

.  T.he  accou'nt  balance  for  a  specific  period  is 
correlation  of  .monet.3ry  demands  and  obligations  'vihlch  have 
arisen  in  the  course  of  this  period  .in  a  given  coirntx-'y  in 
relation  to  all  other  countries  An  consequence  of  foreign 
trade  ar.d  otlxer  economic  and  non-economdc  relations  whlth 
those  countries.  The  usual  items  appearing  in  the  account 
balances  of  developed  capitalist  countries  are  the  following: 
the  sa?\.e  and  purchase  of  goods  and  golnij  the  receiving 
oxtentlon  of  services  In  the  domaine  6£  navigations,  and  o'ch<x’ 
fprms  of  transpo'rtstion,  .Insuranvce,  means  of  _  communicetlon,  ^ 
bfoakerage  and  bank  operations,  technical  aid,  sale  of 
patents,  and  the  like;  expenses  and  Incomes  -through  interna- 
tlbnal  tourism.,  remittances  of  immigrants,  foreign  workers, 
and  other  remittances  of  a  nop-aomperclal  and  charitable 


ijaturej  upkeep  of  diploma. tic  and  oteer  official  representa- 
,.tlon  abroad^  remlttanee  ©f'  interest-^  diifldsnds  and  profits 
'through  foreign  credits,  sesuritiee,  and  inWiStaeptE . 

In  the  account  balance^  as  distinct  from  the  balance 
of  trade.  It- is  not  the  amourst  of  export  arsd  Import  of  goods 
that  is  shown,  but  rather  the  ciaoiint  of  goods  sold  and  de¬ 
livered  to  buyers  on  one  hand,  and  the  aESOunt  ©f  goods 
bought  and  received  from  the  aupplters  of  goods  for  a  givers, 
oertod,  on  the  otherj  this'  Is  independent  of  whether^ or ^not 
"■'they  were  exported  or  imported  in  the  given  year  or  in  the 
past  years. 

It  is  also  necessary  to  stress  the  fact  that  an  ac¬ 
count  balance  is  the  cbrx'elaticsn  of  Hionetary  dcKands  and 
obl5.gattons  of  a  country  in  relation  to  other  csuntrieei 
which  is  Independent  of  whether  or  not  these  monetary  de- 
jEandB  and  obligationB  were  paid  In  eas-h  In  tn&  coui‘S© 
tfe  period,  for  which  t'h©  account  balance  is  prepared,  ^rt 
is  In  this  that  an  account  balance  is  .dletlngt.iished  from  a 

pavieient  balance.  .  .  ^  . 

Actually,  the  extentlon  of  credit  by  bob*®  ©ountrres 
to  others  aa  well  as  the  settleteent  of  these  etredlts  as 
w®!?  as  foreign  capital'  Investikentc  can  occur  only  in  the 
fO'*"-  of  repds.'  gold  or '  the  rendering  of  services  which  have 
a  monetary  value.  Because  of  this  the  I’eiaainder  of  the  ac- 
cour.fr  i»-".lance  fcr  the  corresponding  period  will  be  the  ^ 
ove/all  mcvamcnt  of  credit  and' property  (capital  investments] 

fo3.’  thir;  period. 

v-hon  a  country  has  an  excess 
as  mav  hate  ai-lsen  In  the  coin'se  of 
monetary  obligations  in  relation  to 
what  called  the  active  remainder 
for  th 

t'h;.  :  ;vl' 

^Ow.ti  ''  t.v,  .vrA 


of  such  monetai^y  derasrids 
a  given  period,  over  its 
other,  countries,  we  have 
of  the  account  balanoe 

a  period;  and' this  excess  ‘  signifies  that  this  cotintry 
evteni^ad  cs^odit  'to  other  ooutitries  for  the  sxxm  of 
''Vted'ressxnder  or  paid  off  its  former  .debt  to.  these 
■r’ar  elec  either-  one  or  the  other  may  have  taken 


countTj 


th 

balfrne-.^ , 


3 


nr-  c- 


vlo 


partly  one  or 


t'ne 

t‘b.s 


Dt&.''6  in  eorro-la.tion.  But  when  a  country  has  en  excess 

in  such  Ejonocnry  oMigattons  as  may  have  arisen  in  the  coj^se 
of  a  v,lven  pericd  over  monetary  demands  in  relat.i.on  to 

pa;>r‘^  what  is  cal-led  the  passive  rcniainderj  «nd 
either  the  fact  that  the  coiptry  re- 
o-i;hex'  countries  for  the  sum  of  this 
■-  -t-h-ifr'  cowntrieE  have  paid  off  their  pre-^ 
;.;juvsn  oc-iuntrj  fox*  this  sum;  or,-  It  may  be 

other ,  .  :  ■  '  .  .  . 

The  account  balance  for  a  -specific  period  is  brought 
Into  equilibrium  by  the  Eiovsment  of  credit  and  . 

(capital  investments) .  Th®  passive  raraslnder  of  the  baisnea 
of  the  movements  ©f  era  lit  and  property  should  ®ar,ch  the 
active '  res^alnder  of  "the  account  fealancs,  and  the  passive 
?;lalndS  Of  the  account  balance  -  the  active  reminder  of 


the  balance  or  the  moveiBent  of  credit  and  property.  Items 
In  the  balance  of  the  movement  of  credit  and  property  may 
be  subdivided  into  long-term  and  short-term  transactions. 

It  is  the  accepted  thing  to  relate  to  long-twm  trans- 
•  actions  the  following;  the  buying  end  selling  of  enterprises, 
land  and  houses  abi’oadj  the  purchase  and  sale  of  shares,  In- 
tex’ests  and  bonds  of  other  countries,  as  well  as  nev?  issues 
of  these  securities^  the  extent! on  and  payment  of  long-term, 
^credits  which  are  not  in  the  form  of  bonds.  The  following 
are  considered  to  be  short-term  transactions:  short-term 
credit  for  goods;  the  receipt  and  payment  of  short-term 
monetary  credits;  shoi’t-term  investments  of  capital  in  the 
foj'iB,  of  deposits  and  cxirrent  accounts  in  banks;  the  buying 
and  selling  of  bills  of  exchange  and.  analogous  securities; 
the  purchase  and  sale  of  foreign  paper  money,  which  are  in 
essence  the  allocation  of  credits  for  claim.s  by  other  coun¬ 
tries  or  the  receipt.yof  such  credit  from  other  countries. 

The  Balance  of  International  Debt  and  Dem.ands’or  the 
AG0ount''1gaIaB1ci~yor‘ri)i?!Ff^e~mi7^ 
tion  of  a  country's  credit“r'elatiori's  with  othex'  countries, 
and  o.t‘  the  state  of  its  international  debt  It  is  insixffi- 
cient  to  know  its  account  balance  and  balance  of  movement 
of  crodits  and  property  over  a  specific  period  of  timejas 
these  .balances  encompass  such  monetary  demands  and  obliga¬ 
tions  as  may  have  arisen  for  this  period  only. 

In  order  to  judge  the  general  state  of  monetary  de¬ 
mands  and  obligations  of  a  country  in  relation  to  other 
countries.  It  is  necessai*y  to  know  the  balance  of  its  in¬ 
ternational  debt  and  deraands  or  the  account  balance  for  a 
given  date.  The  balance  of  the  international  debt  or  the 
account  balance  for  a  given  date  (usually  the  beginning  of 
the  calendar  year)  is  the  correlation  of  all  the  demands  as 
well  as  obligations,  and  pi'operty  (capital  Investments) 
having  a  monetary  value  of  the  countey  In  relation  to  all 
other  counti’les  for  this  date. 

All  monetary  demands  and  obligations  which  a  given  • 
country  has  in  relation  to  other  countries  go  into  the 
balance  sheet  of  international  debt  for  a  definite  date; 
irregardless  of  the  time  of  their  occurrence,  only  if  they 
have  not  been  liquidated  by 'the  given  moment.  This  balance 
includes  not  only  the  purely  credit  demands  and  obligations 
but  also  property  (direct  capital  investments)  abi’oad.  Such 
property  of. a  country  existing  abroad  in  the  form  of  houses, 
land,  factories,  plants,  interest  in  enterprises,  possession 
of  bonds,  etc..  Is  considered  as  a  country's  monetary  demands 
on  foreign  countries,  and  similar  property  of  other  countries 
in  the  given  country,  as  the  monetax’y  obligations  of  that 
country  in  relat5.on  to  abroad. 

The  balance  of  international  debt  as  well  -as  the  bal- 


anc@'  Of  the  flow  of  -credit  En4  proporty.  Is  suhaiviaea  into 
lonr  and 'Short-term  rapnatary  demands  and  obligations. 

’.It  Is  the  accepted  thirig  to.  attr-lbxite  the  following 
to  monetarv  den-iands  and  obligations  j  property  abroad  in  the 


land, 

’Itie" 


factories/  plants, 


form  of  ho-uses, 

of  foreign  secu: .  .  . 

etc,);  deraands  and  obligations  tO'r  long 


_ _ ^  .  ,  etc. I  possesslori 

( share  s ,  bonds ,  mortgage  s ,  in  seres  ts  ,  ^ 

loans  and  credit 

which  have  not  talcen  the  form  of  bonds  or  tether  securities » 

As  for  short-term  monetary  deriando^sns  opllgav.ionc, 
"one  re‘f’*-^x'“s  to  them  as  the  detaands  and  oti-igations  • 
credit*  for  goods  and  other  forcraB  of  commercial  cred'^t;]  on 
monetary  short-term  credits  by  firms  and  ^  ^  i 

and  .current  accounts  in  banks  .and  ouher 
tloiJiS  as  well  as  ^remainderB  of  dernands  or  ;aebwB^  id 
ir°  aooSunt;  in  Duch  native  paper  eurrenty  as  exista  eteoad 
and  in  such  foreign'  paper  money  as  exists  at  nome . 


The  a 


sets  of  -the  •bElsnce  of  Int^rriatioriBl  •deot 


4.. 


a  gl  ve  n  saoms  n  t  consists 


of 


country's  entire  amount  of 


nroperty  abroad' and  of  all  denujnds  on  credits  given 


by 


tba 


jf 

X  r  * 
gi^ 


to  foreign 
oe  consist 


-V  country 
the  baian 

the  given  countryj 
vn  to  that  country 
Tndividual  items 


countries,  whereas 


ths  liabilities 

of  all  the  p-r operty  of  other  coxuitriea 
and  of  the  ©bllgations  on  credits 

other  cotintries.  .  t  .  ■  t,  ,  .  , 
Of  the  balance  of  international  uent 


by 


either  on  the  asset  or  in  the  Xlsbllity  sneet, 
whether  the  amottnt  of  monetary  damaxids  exceed 
tlie  country’s  obligations  with ;reietion  -to  , 
eo'r es  <  or  whether  the  opposite  holds  cruo,  int; 
nam.e/  thing’  can  also  be  said  with  respect  to  ^he  ao- 


"IC- 
r..  n.- 


rOiU-;! 
ing  on 
oun  t  of 


can  > 
de  p.: 
the 
ot  he 

Icunting  balances  of  long  and  sborfc-tem^  transactions, 

'tailv  and  be  of  a  dlfferon'c  nature.  ,  _ 

If  one  were  to  Judge  whether  &  gi^f? 

■•■e -world  economy  a  position  of  trcrealtor  or  of  a 


whi  ch 


may  nc 


in 

deb 

fin 


.s  usual 


general 

lijicrrational 
alvjaye  correspond 


active 
debt . 


to 


the  fact  that  the 

rm 


make  the  Judgment  oti  the  basis  of 
or  passive 
c 

the  actual  state  of 
short  and  long-term 
anlng.  Thus,  the  1 


remainder  of  the  balance 
Such  a  deduction  does  hot,  howeve 


the 

of 


affairs 

credits 

idebtedr.i 


in  the  light 
ha've  an 

in st-milar  economic  rnearrlng,  .  Tnus,  one 
Slw/v  foT-"snoj‘t-ter‘n  transactions  for  example, 

c?^r^eS'''ofoth;r  countries  in  its  banks,  ir.  , 
a.i  or  o‘^her  t^^mporary  causes  exceed  tne 

consequence  .Oi  these  ^  o.ne.  r  n.^.^  long-term  loans 

'tb^  deterianation  ^of  whether 

he  "^country  is  J 

passive*.,  of  t.o  - 


of 


SrLternational  debt  for  long-term  opera 


tions  only . 


'  T’hs  Balance'' of  Payments.  Among  the 

count  biT^ncFs“fFTHi^rfe^^  of  the  wo:’a, 

S  payments  occupies  a  special  place.  ^J^ider  conditions  of 
the  capitalist  economy  the  nuctuatlons  of  the  rate  o^  ex- 
for  the -country  *b  currency  'depends  on  this  Dalance 
of  payments.-  Beo&usa  of  this  tho  balance  of  payments  pj.ays 
a  si w-n-if leant  role  in  the  economy  of  all  the  capitalise 


erlsies 

fi 

f! 


the  balance  of  payments  as 
which  become  due  and  require 
]  See  K.  Marx, 


countx’lfes. 

K.  Mary:  chaima 

’“a  balance  of  th-ose  pamen-ts 
immediate  liquidation.^’  (  " 

/ol  as  well  as  frora  Iferx’s  position 

on  currency  exchange,  the  balance  of  payments  may _be_  de¬ 
fined  as  a  correlatio-n  ©f  all  monetary  demands  ana  oblxga- 
tions  of  a  country  in  relation  to  other  countries  whlch^have 
occurred  as  a  result  of  divoi’se  economic  and  non-economic 
relations  among  them,  and  which  are  due  by  a  given  time  and 
ax'© -sublec-t  to  immediate  pa'^nitent  in  cash.  ■  :.p 

Inasmuch  as  such  monetary  demands  and  obligatxonw,  oi 
a  country  which  are  payable  at  a  given  moment  determine  the 
^(-'•-'"Talation  of  dsmand  for  and  supply  of  the  means  of  pay-  . 
mert  In  foroigh  eurrency  on  its  otjrrency  ma:cket,  the  _currenct 
exchange  rate 'ox'  a  country,  as  K.  Marx  showed,  deponds  first 
of  all  on  the  state  of  its  balance,  of  ps,ym-snts-at  a  given 


time 


([Note]  See  K.  Mfirx  Das  Kapltal,  Vol  III,  ly^i-ys  P®ff'  j. 
At  the  game  time,  one  roust  keep  in  mind  uhe  iaot*thav„ 
not  all  monetary  demands  and  obligations  whlcsh  are  due  bjf  a 
fixed  date- are  actually  paid  fully  In  cash.  Some  of  these  . 
obligations,  especdally  in  periods  of  economic  fu3.uvS,  a  e, 
in  fact,  not  paid  off  due  to  bankruptcy  of  the  Inaxvidual 
debtors.  Since  bankrupt  debtoi’s  do  not  presen  w  a  demand  fo_ 
w^aris  for '  foreign  payments  from  the  eux^/eney -market,  tuxs 
category  of  obligations  does  not  even  influence  tne^ currency 
rate  ^cf'' exchange .  A  co\:>.nti’y ’s  balance  of  paynrtencs  is  put 
-into  '>auiHbf’3um  In  these  cases  through  bankruptcy,  and  the 
non-piyment  of  their  obligations  by  Individual  aabtors.  ^  _ 
Under  conditions  of  capitalist  economy  woe  balance 
ntjvrTp-ni----  in  the  nroces?:^  of  being  balanoeoj,  In  $,  WAXCn  , 
influences. the  curivrncy  rate  of  exchange,  differs  .from  the  ^ 
h’-j  “f  of  oBTuientB  for  the  expired  d,. 

""""The  balance  cf  paymants'for  an  expired  term,  for  ex- 
tav  ^  i^^ionth  or  Pi  is  tns?  corrsl^txun  o^. 

monetary  demandf  and  obligations  as  have  arisen  in  ® 
as  result  of  all  economic  and  other  ralatlono  -  vs^^-c. 

es  anh  which  are  due  some  time  m  the  cou^  t.e  u*.  thi^ 
«rlcd:  ShliS  h^ve  ao-tUriy  been  llgul Sated  by  PJSdi'.e nta . 

Sjt.oe  these  aeaiar.ds  and  obligations  were  aocompanieo  ^P-' 
olfio  paytnanta.  the  balance  of  paywnta  for  the  past  period 

/63 


may  be  deterrs'ilned  In  the  saine  manner 
ba’yiKent's  coming  into  a  given  country 
rnents-made  by  a  country  abroad  lor  a 

balance  of  payments  for  a 

COXilcl 


a 


the  correlation  of 


from  abroad,  and  pay 


corresponding  period 


of 


pecifle  period  of 


cess 


time 

be  r»aned  the  account  balance  of  payments,  in  order  to 
?ts  dirPerence  from  the  balance  of  payments  xn  .ne  pro 
of ^being  balanced  which  effects  the  currency  ra^e  oi  „ 


^^xchange.  ^  ^  opposition  in  the  balance  of'  payments  in 


Tne  xnQ.xci^.uou  nirrencY  rate 

the  process  of  being  for  an'exDired  term 


the  process  ui 

of  eKtongs,  .nd  tha  talanoe  of  payments  fo.  an  e  . pi.  x 


capitalist 
of  being 


{iooount,  baianoa  of  paymants)  <!*'= 

of  socialist  ®  TOpnif  h‘ not  com- 

is  explainer!  by  the  fact  that  ^  the 

piled  xinder  l"  es^ibllshed  on“a  planned  basis 

3fl;rVrSn"a1%ief  irb^ano^  of  this  the  ^ 

o^'thf'sStfof  the  ba?amrpa;m.ents  ( see^ above ;  if lap ter 
‘Three)."  In  connection  with  this,  in  terms  oJ ^socialist 

economh.^cne  ?;5\S?^owlngf"®orth^ 

iiiirs'tSding  of  a  Bl»  tS^SSS;  ?  e’^a  =ruS"t  ' 

of  ri'ds  pl^a  ’vfnei*eas  under  conditions  of  tne 
ehnom;;t,e  balance  of  payments  i-  3,,, .librium, 

?S^1S""e?rSiaSe"or  ^ifmSnts?  iepresentins"  the  settled 
monhw  demandB"  obiigations  for  the  . 

?hr'hh  state  of  affairs,  will  always  be  in 

wn.  I>j^0t  that  the  balance  of  paymsu  wo  -  /ea 

state,  the  duestion  is  how  this 
tual.Ly  attain  o cate,  u  the  balance  of 

balance  Is  attained.  .plo/oe  debit  and  cre~ 

payments  all  its  oo’^'^poofoc,  xo- . ,  it  ^ 

dit  take  part;  irregaraiess .ot  toe  type,  c.  ccououuc^^ 
economic  relations  among  the  couutxies  cElxiu^.  1.. 

^SodS^condfilono  of  anorohy  and  a  completo  laoSc  of 

plans  existing  in  the 
cores  s  about  ■  mainly  ir 
of  gold,  which 
being  the  universal 


fulflllti 


capitalist  economy,  this 
an  utterly  disorganized  way;  the  ^low 
the  function  of  world  monies 
means  of  paymeist  in  lriternation&.i 


for  bringing  the  balanc 
payme'nts 


c  o\x  n  t  B )  i  B  t  h  ©  f  i  n  -s 8  3  n  b 

m^ntB  xntXj!  0  cpii  i  X  ui*iAiiTt.  * 

The  mechanism  of  balancing  ^ 

flow  of  gold  works  in  the  following  manuer 

;vi^’p-ations  of  a  country  which,  are  due  by 
^eed  the  monetary  demands  to  other  counxrxe 

,  V^-f  ^■ 


of 
hrough 


s.e-~ 

pay 


a 


the 

If  those  monetary 
fixed  date  ex- 
then  thex'e  is 


'R 

O  jt 


r 


"1 


■an  inorease  in  tba  deH’^nd  on  the  means  for  pajnsjeTJt  in  foreign 
(Currency  on  the  currency  market j  this  brings  about  a  drop  in 
the  exchange  rate  of  the  national  currency.  In  the  case  of 
a  direct  or  indirect  connection  of  &  given  currency  with  gold 
this  drop  in  the  exchange  rate  will  stimulate  the  export  and 
sale  of  gold  alroadj,  when  a  certain  limit  (the  gold  export 
point  [See  Note])  is  reached.  If  tbs  monetary  demoinds  : 
(those' due  hy  a  fixed  date)  exceed  such  ffionetary  obllga- 
^tlons  .(£*lso  due  by  a  fixed  date)  existing  in  relation  to 
’dther  couKtxies;>it^B  '-tfels  will  caust?  an  opposite' effect . 

Toe  latter  phenosae'na  will  stliraslate  the  import .  of  gold  into 
the  given  country  from  other  countries.  ■  . ■  ; 


,([Note]  Tiie  gold  export  point  Is  the  exchange  rate,  at  which 

national 


it. becomes  more  profitable  to  seel  gold  to 


country  for  it.s 
currency.) 


currency j  than  to  sell  tlie 


of  the  ‘Capitalist  .aoun tries 

others)  to  P'iotecrthiS  |S!S  reeSjef 
Sff- When  all, these  means  provs  in.- 
ce^nt-al  w.k  equillbrluffi,  does  the 

expo^StiofairaaJrfrgSr^^^^^  ocnduct  the 

•  It  f oixowa  •  from  thiB^  .that  in  the  and  the  eoi’sJll  -  '  •' 

^pjtaujt  countries  le  attalied  by 

nne  uranspr^ot  gala.  Together  with  this^  the  baiarcinar- 

“  et>onomto  cileeo)  e.jr«"OT. 

ao  Indicated  ebO'/a,,  tnrough  the  bankruptcy  of  debtors  i  e 

the  «neurr‘0bih 

"  the  export  cf  gold  over  the  Import  pulSaJJ) 

'*?  “oEstary  obligations  of  a  ' 

Li^  rwiai.!..on  wO  foreign  countries  which  are  due  by  a 
■f.lf'''!?  over  Its  monetary  demanris  to  foreign  countries 

5  Itl  period,  le  regarded  as  an  index  of>ess,lvitv  in 

B  payments ,  An  excess  In  the  lmporF"<5I*"'To1:d 

I  over  the  erport  (purchaaiiig  o¥er  selling)  attests  to  the 

'  on  forelgh  eountrios,  due  by  a 

5  fixed  dace'' over,  monetary  obligations  to  foreign  countries, 
i  of-  -he  the  balance  of  payisents. 

-  4  ©fl>a5m^ents  as-  well  as  that  of  ■ 

'  £SI2S.§M?.  balance,  and  the  passive  a-n 

'  Bisse  terms  came  into  us©  abotit  300  years  ago 


in  connection  with  the  dootrtne  of  the  m®r-cantiXj.st.s,  vmo 
donsidered  that  evary  state  should:  strive  for  an  active  ba.^- 
fence”— ■  a  surplus  of  axoorti  so  that- It  aight  receive  in  ^ 
exchange  fo’’  the  latter,  gold  and  silver  and  might  thereby  in¬ 
crease,'  as  much  as  possible,  its  reserve  of  pfecloua  . 

These  terms  cannot,  undex’  modern  conditions,  signify  Inwall 
cas®s  the  positive  or  negative  appraisal  of 'foreign  traae  an4 
In  general,  the  eco'nomic  condition  of  a  country  In  the  woria- 
^cononvv^  T’ne  sole  reason  for  the  retention  to  this  day 

'  ^  \wifa.vorable'’  with  regard  to  balance 


lies *”in^ tbs'"  fact  that  the  active  balance  of  pay«ient£t  counter¬ 
acts  the  deprealation.  of  the  cux^rency  and  leads  to  the  ra^siig 
of  its  exchange  rate  in  the  foreign  currency  amrket,  _whex-es,s 
the  passive  balance  leads  to  a  lovjering  ol  the  currency 

exchang^^^  fs  necessary  to  emphasize  that  under  the  conditions 
of  convertibility  of  currency  the  export  or' Import  of  goia 
for  the  purooae  of  balancing  payments  does  not  set  in  -as 
&  result  of ‘  the  pasrd.vlty  or  activity  of  the 
jnents  with  some  individual  c-otintry  or  with  a  group  of  coun¬ 
tries,  but  is  the  result  of  a  final  general  passivity  a.-~ 
tivlty  of  the  balance  of  payments  with  the  entire  aggregat 
of  countries  with  convertible  currencies. 

Hot  all  exoor-ts  or  importE  oi  goid.  wx.*.!  te 
callv  correctly  considered  as  an  Index  of  the  passivity  or 

actikty  of  the  balance  of  payments,  I'uniVr- 

will  occur  When  gold  appears  as  the 

sal  means  of  payment.  .  The  fl.ow  oi  gold  as  f 

is  not  directly  linked  with  brlngi.ng  about,  une 

nawients.  0?herefore,  in"  pit- bt ice '  the  balancing 

courtrieB  comes  about  mainly  by  utxxxsa^ 
thf  L'  tofaase)  of  tho  gold  reserves  of  the 

oJrtrh  banlis  S  of  the  government  correney  funds  {tne  so- 

called  monetary  sold) .  -  -  nA-f-ri  cti  or- 

Under  present  conditions  when  currency 

whi'^h  nrev-ents  the  free  tr-ansfer  of  gold,  ai-e  scxll 

wni-w^n  pi  -  i '  .r  b -j'i  r p balance  of  payxiiont 

istence  In  many  caplcalxsc  oountrie»,  th^  Da*.an.c  p 


'favorable 


i?  “Jren.-S^  fet”lsTn"ess;n=e'  eompSsed  of  a  aeries  of 

halanler  -iiSThfllvidual  countries  «hich  are  not  conneoteo 

«lth  o’cf  acotfc.  of  the  bal- 

converGxbi--x -y  could  be  used  for  the  payment 

S'lhf  rlsSve''t?llMcr  of  ttl  balance  with  another  country 
of  t.i^  t'h  nwsent  wiboaprend  existonca:  oi  oui^ 

or  countries  With  luo  P"'--;fJy-Ja®t-l,l..-j.steral  clearing 
reocy  jy  criotioc^  ar...  t.  ^  conduotea  inaivi- 

^S'lfSlth  tach  rmeans  of  a  restricted  or  clearing 

currency  observation  that  the  balance  of  payments  is 


w  i  t b  i h  6  2^'  n  3 1*^ 0.  X  c  on  V€'  i“  1 3..  to ^  1  i  cy 


th  anothe.r  country 


bal.%nce  by  payuients  which  fall  d'ue  baa  an  important 

also' for  a  exact  detjaroation  precise  differ- 
between  the  noticns  of  the  balance  .of  paytn,ent  and 
■  The  ma  joi’ity  of  bourgeois  econCfmiato  who  wrote  , 


s  is;'n  if  i  bancs 


entiation 
of  trade, 
before  K. 
the  bala 


.  Marx 
ice  of 


t  diafclncfcibn  between 


ten;.! 

which 

mehts 


did  not  make  a  stri 

trade  and  of  payn-ients,  -Often  tislng  the 
"balance  of  trade"  in  order  to  designate  phenomena 


are  encompassou  in  the  conce 
In  the  above  sense.. 


tit 


of 


balance  oi  pay 


t  i!‘A! 


In  opposition 
K.  Marx  mad 


the 


bonrgeoi 


a 


cl^’ar 


economists  of  h,i3 
dlstinctlorr  between  the  balance 
of  payments  and  the  balanc-s  of  trade.  K-  Marx  indicates 
that  "the  balance  of  payrnentc  Is  distinguished  from  the^ 
balance  of  trade  ‘Ui  th.at  the  former  is  a  balarjce  o:.  t-radOj 
of  whloh  has  to  take  place  by  a  dofinite  tlifte. 

k'irh 


Das  Kapital,  Yol  III, 


asT^'s’ 


a 


the  payment 
([Mote]  K.  .Maroi 
this  K.  Marx 
t^’ade  which  are  dae  by 
of  payments j  and  these 
iod  encoKipaased  by  tha 
obligations  in  foreign 
In  later  periods  do  not  consorrt 
the  given’ moment  and,  therefore, 
exchange.  In  the  first  place, 
sales  and  purchases  of  goods  on  c 
later  dates.  *rhe 
on  the  balai’ice- 


Ox 


fpaT  only  those  payments  in  forej.gr 
fixed  date  enter  into  the  balance 
payments  would  fall  due  in  ti'.e  por- 
ba lance  of  payments.  Demands  and 
trade  v?hioh  are  .subject  to 

the  balance  of  payiiients  ici 
do  not  affect  the  rate  of 
this  pertains  to  all  the 
redlt,  l.e.,  by  payment 
goods  sold  or  bought  or.  credit 
paymerit  for  the  period  during  wh 


re  Hoc 


credits  falls  due, 
od.3  were  j.ifipoidred  o 


settlement  of  these 
period  when  these 
bought. 

In  connection  witl'i  this  K 
exnort  of  capital  in  tne  form  of 
the  balance  of -payments  and  the_ rate 
given  ffiomerst.  Examining  the  bala. ice 


but  not  I  or 
r  exported. 


at 

t; 

ch  -  the 
the 

sold  or 


Ma 
good.s 


X  establlBhes  that  the 
does  not  influence 
of  exchange  of  the 
of  payments  and  the 

that 


r8t6't  o.r  6^xcliB’r^P?6  o.r  EngiEiid  E'nd  XndiB  *  K#  s.-iOVts 

"if^caDital  is  expoi’ted~'in  the  fo.rm  of  rails,  etc.,  then 
thin  absolutely  cannot  have  any  influence  uoon  the  rate  of 

this  case  Indie  does  not  have  to  make 


exchs nge ,  ba  cau 


xn 


any 

Das 


kind  of 
Kapital, 
Ihiue, 


( [Note J 


K.  fferx, 


the  balance 
the  following 
for  a  given  period 


return  payment. s  for  thl 
Vol  III,  p.  591)  •  , 

the  diotinction  and  inter  •-.relationship  fcetvfeen 
of  payments  and  the  balance  of  trade  comes  00 
Only  th.at  portion  of  the  balance  of  trade 


balance  of  payrmencs 
exported  and  import 
fo.r  in  cash. 

Payments  for 


inf 
for 
ed 


Xuences  end  is  a  component  of  the 


the 


gooas 


same 

were 


period  during  which  the 
sold,'  ourchased,  and  paid 


goods 


enter  into 


the  balance  of  payments 


for  a  '.given  poiiod  of  time  not  only  for  those  g;oods^ which 
were  imported  or  exported  during  this  'period,  but  also 
goods  exported  and  imported  estrlier.,  if  the  payment  of  crea'jte 


( 


received  in  the  past  (by  way  of  the  export  of  capital  in 
of  eoodsV falls  in  the  given  perioa. 

The  toilance  of  p£iyx<®nts  Is  a  broader  ccneapt  chan 
hhe  balance' of  trade.  It  embraces  payrftentB  not  only  ^ 
foreign  trade,  but  in  all  other  forms  of  econcmlc  and  non 


the  payments  xor 


3  C  O Ti  Onix  G  V'^  “fc  .1 0 n  3  iSTtl oil ^  0  oi^n  1"  1  X €-  o  ^  ^ 

f^iTi  du6  during:  th6  giv^^n  period.  ^  .v  .  , 

definition  of  the  concept  of  the  baXauee 
or  Davm^nte  permits  a  nece-Bsarily  conciBe  examlnap,.on  oj. 

testc  SiffeXoes  Of  the  DSSE's  balance  of  pasTnsnte  fnor. 

of  Davitants  of  the  oapitallBt  countries^ 

Knee  of  payments  is  one  of  those  categories 

•  ■  retaining  Its  old  f’^ria. 


the 

the 


the  socialist  economy 


of  the  capitalist  economy  which, 
change  their  nature  and  function  in 
enr  are  filled  with  new  content. 

The  UBSR^s  balances  of  payniente  differ  radically 

from  -obfteiar,oea  of  pajmento  of  the  capitalist  countries: 


In  their  cotitent,  the  manner 
method  of  compilation  of 


the 


orrheir  balancing  and  the_ 
perspective  and  account  bs ' 


ances 


These 


difitiri©.tl;©ns  ensue  directly  irom  tbti 


nature  o 


socialist 

In 

fleet  the 
which  are 


economy. 

their  content  the  USSR 
international  economic 
in  principle  different 


B  balances  of  accounts  re¬ 
ties  of  a  socialist  country, 
in  character  fx'om  the  eoono- 
ecuntrles  in  the  capitalist 


mic  relatione  existing  among  the 
economy^  unrestrained  economic  expansioc  and  as- 

gression  ippeaU  openly  In  the 

f r\r\l  1  -h  i  np.l  ncJOTj  03  S-HG.  Btl  B  2.,S  t)  t  .  jc  n 

ana  balances  of  payments  express  the  peaceful 

te^dJlS/roLfa  S  P  .eponinS  o^b- 

second  JSrid  «r f  th^t 

eivSy  developing  f ’f'"®  their  * 

^rorSSoim^TSJrrogerrtlirirfnSliyPe  Xf  international 


SRUi  balances 
the  pr ogres 


and  is 


economic  relations  unmno*..  ^o  the  Mpitallet  worlQ^ 

based  on  friendly  “■"‘J'f ^rfSet  the  broad,  dls- 

of  economic  platjs  .  union  in  the  form  of 

Interested  aid  rendered  oy  th-  y  ft'  underveloped  countries, 

to  strengthen  theuc  own  polxtxcai  ana 
Lndepeni^fdh'ee  v,  \  .  ..  .  .  _ _  r./hn-hent  of  the 


A  ca 


tefcu€&'4  4lBfclnctlon  between  the  content  oi 


USSR balances  of  payments  and  those  of  the  capitPliat 
countries  lies  also  in  the  .fact  the  USSfi's  'balansef:  of  pay¬ 
ments  are  the  balances  of  International  accounts  of  a  single 
economic  organism  in  the  person  of  the  Soviet  Socialist 
State  which  carries  on  foreign  tirade  on  the  basis  of  a  mcnopoly 
..  /In  opposition  to  this  in  the  capitalist  cox.intries  the 
balances  of  payments  reflect  the  acoounts  o.f  numerous  private 


enterprises >  societies, 
another  and  pursue  only 
greatest  profit. 


and  persons  who  compete  with  one 
one  goal-“that  of  receiving  the 


2.  The  Planning  of  the  USSR’s  International  Accounts 


The 

sues  from 
socialist 


necessity  for  planning  international  accounts  en~ 
the  basic  conforraltles  to  the  esteblisbed-  laws  of 
economics,  which  is  conducted  according  to  a  plan 
In  accordance  with  the  cernands  of  the  economic  lavj  of  the 
even  (proportional)  development  of  the  national  economy. 

The  planning  of  the  balances  of  ^Byrne-irtB^  or  currency  plan-, 
is  a  com.porient  of  the  cvera'J.l  system  of  the  USSR’s 

It  is  indissolubly  linked  with 
trade  and.  of  othex*  forma  of  the 
ign  economic  ties .  The  planned  conduct  of  foi’eign 
of  other  aspects  of  economic  cooperation  with 


ning 
n; 


tlonal  economic  planning 


the  planning  of  foreign 


USSR's  lo 


tra 


ie 


f 

and 


foreign  countries  is  Irapossible  without  the  planning  of 
international  currency  relations  ensuing  from  them.  _  Tl'ie 
mcnetai=y  receipts  and  payments  of  the  Soviet  Union  forth 


coming  1 


the  planned  period  (year)  In  all  aspec 


of  Its 

eccnomtc  and  non-economlc  relations  with  all  other  countries 
are  the  sub^leet  of  currency  planning.  Tlie  c\,5rrency  plan  is 
tlius  a  plan  of  the  future  balance  of  payments  or  balance  of 
perspoctive  payments  of  the  USSR.  :  . 

Tho  fundamental  problem  of  currency  planning  consists 
of  assuring  a  balance  in  payments  of  the  USSR  for  the  corres¬ 
ponding  period  and  in  providing  means  (In  the  form  of  mone- 
tai‘y  receipts  and  incomies  from  foreign  trade  and  other 
economic  and  no'n-econoraic  relations)  for  the  pajrnxent  of 
monetary  obligations  due  during  that  period.  In  trado,  creu.s.t 

and.  non-trade  operations.  . 

The  system  of  planning  the-  balance  of  p.aymGnts  pxAx-suei 


this  goal  in  all 


stages 


of  the  USSR's  economic  development 


but  the  forras  and  methods  of  currency  planning  wore  changed 
lep‘=^nd1na  on  the  concr€;te  conditions  of  the  USSE'e  inter- 
-iatiorial’''trade  and  currency  relationts  during  va.rlouB  periods. 

Here  we  are  not  concerned  with  the  history  . of  curronQx 
planning  but  it , may  be  ramarked  that  tlie  compilation  of  ^ 
lurrency  plans  fcx’  ©peelfic  purposes  represent,  during  the 
resent* stage,  a  more  complex  and  responsible  proolem  .tnan 
t^k^s  before  the  Second  VJorld  War,  .  u  .  ' 

In  connection  with  the  formation  of  a  world  system  Ox 


th^  find  of  the  tbs  flaiMlog  ©f ,  the  USp  s 

int^^SriSonil  scLoote  is  made  on  a  separate  fc&sls  in  iorelg^. 

J  o^^h^'nd“;^i^^he  cot.*tTies  of  the  socialist  W. 
othe^  with  the  capitalist  eot.m|t*ies,  ^  -  , 

in  view  of  a-  radical  diatiftCtlOh  ©t 

reJ,tition^  and  th-.  rcju_tlrg  balance  Of  pa?^mant.s  ‘ 

|.??rSth.r^™Srtw  preclsds  in  a  airfe«nt 

■Kith  ot^'  eoisair.lty  In  »«  tashnloai 

«thodB  of_ Pinnjln|,0f  tte  1JS|R ■. 

bv  the  feet  that  the  eedifOmie  reia-fc-lon,s,  a.-, 
tarv  receipts  and  payraents  among 

MoLI'S"aar  ensuing’  froB  thsse  rrtatlnns  constitute  the 
subject  Df  talances  of  perspective  P®^®nts 

(currency  plans)  of  the  CS3R  with  '•5I “ 

y-';  ■'^, ‘-(■t  „„  rtf  bho'^te  countries  with  tn©  S©'?xe‘v  Ot.-^on, 

thv;  naeo-ordA  ^  ^ATVis,-? esm^  trade  in  t.oe  USSR  ana 

owing  to  state,  as  the  sole 

in  other  4^ilibJi\nVof  the  USSR's  balances  - 

econc»rsic  or&ar.lfe-u,  tfot>  ftftnntrl.es  rests  apon 


the  .f?^''J^£i::®vaianc‘=‘s  of  perspective  payicents  , 

In.  compiling  +.«U  into  account  the 

with  ca-pitallst  capitalist  world 

influence  of  the' intex^national  account b  ; 

market  on.  fuinilmest  ©f  the  planned 

conneotea  With  rowr-trias  to  6  great  #x>“ 

balances  of  ty  Of  private 

tent  depen-ds  on  Sidh  are  subject  to  the 

capitalist  the  mrU  capitalist  ■ 

f OT?5*‘2iieW?Si4tion  o,f  «htnh  M 

econoiSj.,  with  this,  .the  ssmintenance 

bJlancra  of  psysshts  .with  the  capluallsu 
brluffi.  in  the  b.,ou  u  If  utills^lng  currency  re- 

.countries  -s^y  cau»e  s  n'»c.».sv..j...v.j( 

serves.  ^  -t,.w«+.*b  i-he  balance  of  papnenta  with 

countries  S'^the  SSrepof 


moTietaf/  r- 


^  ^  rhe-ysSFi's  lnfc^;i’rsationa3.  cut-rency  I'e- 

iatlars  with  ,  the  capitalist  coimtr'les  it  is  pcces.ea.ry  ^to ' 
differentiate  hetween  the  eqailltrating  the  balahc?  of 
'payments  with  countries  with  whom  aocounfs  are  eohducted  ' 
in  convertible  and. limited  currencies  and  aiay  'be  regarded 
as  ,m.ulti“ietex*al  accounts.,  and  with  eountrles  with  wFicm 
accounts  a.re  conducted  on  a  bi-lateral  basis,  througl.!  . 
clearing  with  ah  inconvertible  balance  or  in  the  cloned 
purrenoy  of  those  counti'-ies, 

.In  conneotlon  with  this,  the  USSR’s 
ceipts  and  payments  In  cspltalist  countries  are  planried 
separately:  In  the  freely  anci  partially  eonvertlbie  vur--:  ,, 
reneiea  by 'clearing  agreemehta  with  the  freely  convertible  _ 
balances.,  and  by  ciesrlng  agreomente  with  the  non  •'■convertible 
balances  in  tFie  closed  .currencies  of  those  countries.  .  _ 

'  The  monetary  receipts  and.  pRyments  which  Viake^.up  the 
U33R*s  balance  of  payments  may  bo  subdivided,  accordin.g  to 
their  nature,  Intoj-r- celpts  and  payments  I'esultihg 
operatloriS  '  in  foreign  trade  and  of  other  forins  of 
economic  relations  with  foreign  states  and  into  rocelpp 


from 


irSSR's 


and  payments  of  a  non -tr&rle  nature 
mom-tary  receipts  and  payments 


forra; 


The  first  category  of 
the  predominant'  part 


of  the  USSR's  balance  of  payments.  ,  .  .  ^ 

The  balance  of  payniant  plans  (curren.cy  plans y  arc 
sat  up  on  the  basis  of  deta  pu’esented  by  individual  de- 
partiTients  and  organisations  wFiio’n  spend . and  recsi-ze  cur¬ 


rency  in. 


t.b:;.'ir  ooerattons.  In  foreign 


rade  and  in  the 


■her  a  sped 


of*  economic  -edoperation  vrith  foreigij  coun 


trle;s  these  plena  are  based  vipon  data  from  foi'ei,gCi  tiaue 


The  USSR's  Ministry  ol’  Finance' plaps  the  receiptc 


cry 

and  payments  involved  in  t.hc 
pendi  tuxes  abroad  for 


ertain  non 


governriientai  incomx2  end 

trade  op-erationb  and 


In 


‘rVR  O 
i:  .ut->  i? 


and  the 


thergr-anting  of  finanolsl  credit  to  o'cher  count  ^  _  _ 

Dayment  of  .'IntereBt  by  those  ccnintr-ieB ..  Tiie  ytatc  L<ink  . 
is, TR  and  Foreign  Ihade  Bank  ITS.3H  provide  i'O  the 'ir  plana  j.  or 
i'tie  receipts  and  payments  of  Interest  and  corrnnissiens  i^-", 
voive-d  in  their  own  operations,  as  well  as  for  the  rece..p; 
cf  foreign  currency  in  exchange  for  rubles,:  and  lor  non- 
ijonmirrleil  corjsimer  monetary  tranEferc.  y,  :' 

Th'^  'Jfi'ibort -exhort  -plans,  as  viiell  as  ag,r0emenfcs  ooti-, 
iludeci  with  individual  countries  regardi'hg  the  exchange  . 

3f  z^oods  and  payments,  '.credit  agreements,  etv>.,  con.-. i..wtu.c 

!‘he'‘’'br.s4  s  for  . the  composition  Cff'  plans  for  the  ualo-nue  of 

Selilance  of  Ir,  Carelgn  trade, 

□el  nr  baslcai.ly  a  derivative  of  .the  iniport  and  caFu-C- 
’  those"  rAana ,  somewhat  dependent  on  tbs  nationcil 

teonimfo  pTan  and  Is' subordinate  to  It.  -rne  Soviet  Union’s 
^^iror?  nelds  are  established  in  the  USSR's  -national  economic 
'  '„h  'ob  aSS  provlcios  for  the  allocatlor,  of  goods  for 


-:/7/- 


export,  the  pi'oceeds  from  the  sale  of  which  pay"  for  ; the  ira“ 
ports.  Besides  this ^  exported  goods  are  also  allcted  for  ■ 
the  rendering  of  friendly  econDrnic :  aid  in  the  foi*m  of  credit 
to  socialist  and  non-soeialist  corntries. 

In  connection  with  this,. the  planning  of  the  balance 
of  payments  is  indlssol-uhly  linked  not  only  with  the  plan-  ' 
ning  of  foreign  trade,  but  also  with  the  islannlng  of  the 
national  economy  on  a  scale  embracing  the  entire  co^lntry . 

Inasmuch  as  the  currency  plan  representB  the  pers-  ■ 
pective  balance  of  payments  one  must.  In  the  methodology 
of  o\jrrency  planning  proceed  from  the  (see  above  #1)  con¬ 
cept  of  .  the  bal.anoe  of  payments  indicated  above  in  the 
scientific  sense  of  the  word. 

In  connection  with  this.  In  the  composition  of  the 
currency  plan  the  following .basic  conditions  should  be 
observed:  ' 

■  a.  Only  monetary  receipts  and  payments  should  be 
stipulated  in  the  currency  plnrij  therefore,  the  granting  of 
credits  in  the  form  of  goodis,  gifts,  reparations  in  their 
natural  fox*!!!,  and  barter  transactions  should  not  be  in-  ' 
eluded  in  the  currency  .plan: 

b.  Monetary  receipts  and  payments  should  be  planned 
irrcgardless  of  whether  they  are  made  in  fox’eign  or  Soviet 
currency;  all  of  the  USSR's  accounts  with  courstries  of  the 
socialist  camp  conducted  In  rxjbles  should  in  particular  be 
reflected,  in  the  currency  plan: 

c=  Only  monetary  receipts  and  payments  Ih  eccounts 
vjith  the  external  i^iorla  in  relation  to  Soviet 'Union  should 
be  stipulated  in  the  currency  plan;  paymients  in  "aocounts 
among  Sovle't  economic  ,  organizations,  even  If  they  concern 
foreign  trade  operations,  should  not  be  stipulated  in  the  , 
currency  plans. 

In  o.rder  to  give  the  reader  some  idea  of  the  techniqie 
of  cui’rency  planning,  a  table  of  the  currency  plan  In  for-  . 
elgn  trade  is  given  in  an  abridged  form  belovr. 

A_jl0b!^e  of  the  Currency  Plan  In  Trade  ' 


Receipts  , 

1.  From  the  sale  of  goods 

2.  From  transportation  opera 
tlons 

3*  For  technical  aid 

4.  From  payment  of  credits 

5.  Other  receipts  .  .  ■ 


Payments 

1 .  For  the  purchase  of  goods 

2.  For  transportation 
operations 

3.  For  technical  aid 

4.  Overhead  and  trade  ex- 
pen’ses,  among;  them  the 

-  maintenance  of  foreign 
app.aratus 

5*  other  payme n  t a  _  '  • 


Rem.ainder  (-4“)  or'  (-) 


Tota 


Ad  I'udicatffifi  above,  the  plan  for  recelpte  from  the 
sale  of  goods  and  the  plari  for  payvi®nts  for  the  urchase 
of  goods  are  based  on  the  import -export  plan  for  the  :  ^ 
corresponding  year.  ■  .  '  h, 

’The  monetary  receipts  and  payrdants  in  foreign  trade 
do  not  coincide ,  however, ‘  with  the  amounts  of  In  Portland 
export  good  in  relation  to  time,  l.e.>  to  the  tine  of  re¬ 
ceipt  and  expenditure  of  cuar’rency.  . 

In  order  to  correctly  plan  monetary  recef pts  from^ ^ 
the  sale  of  goods,  it  is  necessary  first  of  & 3.1  to  exclude 
from,  the  amount  of  e.xpoi’t  the  value  of  those  goods  whicr 
will  be  exported  and  delivered  in  the  planned  year  as 
credits  in 'the  form  of  goods  to  other  countries,^ Since  no  ^ 
monetary  equlva3.ent  for  these  goods  wll.3.  be  received  in  the  ^ 
planned’ year .  Purthermore ,  inasmuch  as  part  of  the  exporteo 
goods  is‘ sold  at  "C.I.P.”  fCost,  Freight,  Insurance)  price, 
i.e.,  with  the  inclusion  of  transportation  end  insurance,  ex¬ 
penses  for  these  goods  while  the  .export  p3.an  is  complAed  ■ 
on  the  basis  of  "P.O.B,"  (Free  on  Board)  prices,  i.e.,  with¬ 
out  excluding  the  Indicated  expenses,  It  is  therefore . neces¬ 
sary,  in  order  to  determine  receipts  from  the  sale  of  .goods, 
to  add  to  the  total  of  the  export  plan  the  di,fl'ei"ence  be- 
tv?ean  the  prices  "C . I .P and  ^'P,0.3.-  of  goons  marked 
for  sale  at  tne’^C  .I.F. '■  prices.  , 

Receipts  from  sales  occurring  prior  to  the  current^- 
yea^'j  should  also  be  considered  if  adhe.rance  to  the  snrict. 
methodology  for  compilation  of  currency  plans  is  present. 


Howe 


In  view  of  the  insignificance  xn^the  dxf 


ferer 
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the , USSR, 

a  5tlpi.ilatlon  Is  mads  for  the  sums. which  sub 
a^nment  in  the  given  year  by  the  countries  of  the 


M  monetary  form.  ■  ^  1,  ■  .-v,.- 

In  planning  payments  for  the  purcnaae  of  goods,  im 
Import  plan  for  the  corresponding  year  Is  taken  ,8 s  the 
;asls.  The  purchase  of  imported  goods  is  planned  accoroxng 
'o  "P.G.B."  (Fi’ee  on  board;  prices  by  vibich  .the  imporc  p-uan 
is  compiled.  However,  the  amount  of  payments  for  the 
3hase  of  goods  usually  does  not  coincide  with  the  amounc 
import  for  the  same  year,,  as  a  result 

planned  year  payments  may  be  due  for  goods  whxch  were  Im- 
iorted  into  the  USSR  according  to.  the  import  plan  .tor  tne 

V*03,T*  OV  Y6:8.3r'B  *  .  ■  .  ^ 

On  the  other  band,  in  the  plermed  year  It  is  necessary 
:o  provide  for  payicents  for  goods  (deposits 

if  equipment)  which  will  be  delivered  fleeted 

'oXIowing  year  or  even  at  a  later  time  atjd  vjr.ll  oe  re,-le  .. 

.n  tha  import  plans  of  the  corresponding  years. 


'Currency  plans  are  complied  in  rubles.  The  receipts  . 
and  payments  in  foreign  Gurrencles  are  eon^erted  into  rubles 
according  to  the  existing  eorrefjby  exchange  rate.  The  sums' 
of  debit  and  credit  are  shOMn  In  the  currency  plan, ■ as  in-  ’ 
dtcated  above,  Kith  a  breakdown  by  earrencies  and  countries.. 

The  advantages  of  the  socialist  eeonojty,  a  state  mono¬ 
poly  of  foreign  trade,  permit  the  soviet  state  to  itxfluencc  . 
directly  the  extent  and  character  of  the  Import  and  export  _ 
of  goods  OB  well  as  Other  forms  of  economic  relations  connec¬ 
ted*  with  monetary  receipts  and  payittents.  In  conss^iuencs  of 
this,  the  USSR's  balance  of  payttient  can  be  brought  Into 
equiiibriura  by  means  of  conscious  direction  of  the  corres¬ 
ponding  foreign  trade  ope  ret  ions. 

The  equltbration  of  the  USSR's  balance  of  pa-^ments 
proceeds  in  different  ways  depending  on  the  olrcumstances  of 
currency  relations  with  the  Indlvld'aal  countries  and  groups 


of  countries . 

In  relation 


or  partly 
with  ^Kteera 
following 
monta  are 
I " 


to 


roonetar'y  receipts  and  paymients  in  fr 
convertlbl-c  currencies,  as  well  as  in  countu'‘ies, 
accounts  are  conduc'ted  in  these  currencies,  the 
ways  of  eciuilibratlng  the  USSR's  balance  of .  pay- 
posaible . 

in  the  plan  for  a  given  period,  the  taonezBTf 


r.«oe'rDts  d'ue  are  insufficient  to  pay  for  anticipated  ex 
penditures.  then  the  equtlibrl.u'm  of  the  balance  of  payments 
ma^j-  be  attained  in  one  of  three  ways;  by  increasing  .vhe 
sale  of  Soviet  goods  on  foreign  markets,  by  reducing  pui’'- 
chases  of  foreign  goods,  oi"  by  utilising  currency  reserves  ■ 

for  the  settlement  of  the  deficit.  _  _  iv.- 

If  the  amount  of  monetary  receipts  out7.ined  by  -ine 
Dl^^n  exceeds  the  'oajnnents  forthcoming  diirlng  the  correspond¬ 
ing  period  of  time,  then  .the  balance  of  payments  may  be  equi¬ 
librated  by  Increaslrsg  purchases  abroad  of  s*ueh  goods  as  ©re 
necesssw  to  the  USSR,  by  reducing  the  sale  of  Soviet  ex*, 
port  goods,  and  by  utilising  the  surplus  .  ■ 

orde.r“to  increase  the  currency  reserves.  In  pract^^ce  ch.uS  ^ 
eaunibration  of  the  balance  of  payraents  is  acc.cmp.i.iBhea  for 
the  moat  part  by  means  of  corresponding  changes  -in  the 
planned  amounts  of  exported  and  Imported  goods  <  iiie  que.i" 
Hon  of  utilisation  of  gold  for  the  .  pur posaa  of  bringing 
th^  balance  of  paymernts  5-nto  €^:cm3.1ib:riUiTj.  1b  decidt:?d  by 


the  v-ihen  it  rectifies  tiie  curTCuoy 

CP  .  11  ‘‘I!  ini/'t'  vri 


of  payments  In 
has  its  omi 


the 


The  eq’ailibration  of  the  balance 
restricted  and  In  the  cleai'’lng  exchange 

^‘®*"Sirei'B^'?roceeda  received  in  cohvertible  cui-rency  my 
b-.  converted  ?nto  any  other  currency  and  utilised  directly 
cr  brip-^ns  of  exchange  Into  this  currency  for  payments  in 
anv  country,  receipts  in  restricted,  , 

rencles  may  be  utilized,  and  not  always,  onxy  fo.  the  paym-nt 


'O'f  goods  and  other  expenses  In  the  country  of  this  '  urrenciy. 
Those  afflounte,.  however,,  which  enter  the  clearing  accounts  in 
the  corresponding  clearing  otjrrencles  rftay  be  utilised  for 
payments  only  in  those  operations  for  which  the  given  agree¬ 
ment  on  the  exchange  of  goods  and  payments  stipulates  a  clear¬ 
ing  method  of  accounting.  In  the  majority, of  cases,  these 
are  payments  for  goods  and  expenses  associated  witn  the 
exchange  of  goods .  ,  “ 

.  ThC;  planning  and  i‘egulatlon  of  the  balance  of  paymenTE 

in  the  USSR's  foreign  trade  should,  therefore,  be  conducted 
differently  for  the  various  types  of  foreign  exchange,  and. 
for  Individual-  countries  with  restricted  and  clearing 


Regulation  of  the  USSR's  international  accounts  is 
not  limited  to  the  cotriposltion  of  plans  on  the  bala-nce  pay¬ 
ments  only.  It  is  accomplished  dally  In  the  course  of 
their  fulf lllraent .  The  constant  control  over  the  course 
of  the  fulfillment  of  the  plan  .of  the  balance  of  paydients  ard 
the  corresponding  I’egulabion  of  international  accounts  are 
necessary,  partly,  because  the  USSR's  foreign  trade  re la- 
tlons  take  place  in  part  w5.th  countries  of  the  capitalist 
system  of  eeoriomy,  which  are  subject  to  crises  of  over¬ 
production,  cyclic  and  other  fluctuations  of  prices  and  con¬ 
juncture.  ,  , 

The  plans  for  the  balance  of  payments  or  the-  currency 

plans  ai’e,  Just  as  all  other  plans  of  a  socialist  economy^ 
obligated  for  fulfillment  by  directives,  A  situation,  where 
the  state  plan  is  a  law  for  the  appropriate  minlsteries, 
onganizattons  and  socialist  enterpi’lses  which  bear  the  res¬ 
ponsibility  for  the  given  portion  of  government  and  economic 
work.  Is  also  completely  applicable  (with  a  calculation  o,. 
the  specific  exchange  planning)  to  the  plans  for  the  UoSK  s 

balance  of  payments.  , 

It  is  necessary,  however,  to  stress  tnat  the  direc¬ 
tive  character  of  the  .Soviet  currency  plans  does  not  signify 
their  absolute  iramutabi3.ity .  Depending  on  the  state  of  con- 
iuncture  in  the  capitalist  world  mfirkets  and  the  changing 
trade -political  conditions,  the  currency  plan  not  only^may, 
but  should  bo  changed  in  the  course  of  the  planned  period 
whenever- that  Is  in  the  interests  of  the-  USSR. 

0,,tnr,  to  the  directive  character  of  the  currency  piarB, 
the  eaullibrium  of  the  USSR's  payments  is  assured;  aiid  in 
connection  -with  this,  also, 

utilization  of  the  international  division  Oi  labor  for  ..he 
development  of  the  economy  of  the  USSR. and  of  the  entire 

soclalist^system^^  of  planning  the  balance  of  payiients  and 
the  re*^ulatton  of  inter-national  accounts,  as  used  the 
FISSR  is  impossible  in  the  capitalist  countries,  -^e 
socialist  system  of  economy  as  well  as  the  lndlssolUD,-y 


a.Voctatea  «lth  It  state  inonopcl/' Of 

a^soC:^<^i-i-u  *  fvurrar>e.Y  of  Konopoly)  e.onsLltdW  >.ne 

«foilar^Sa^lo  'condition  fox'  this  system  of  planning  the  ■ 

telanoe  of  pejtMt-  of  oapitallEin,  the  Plann^* 
■oalence'o?  paymants  Is  .^POtslMe . 

tent  of  the  government's  control  ifei  over  .toreign  ui<aj 

tfraivldual  capitalist  countries  attempt  i® 

-"plans"  :for  their  future  ■ijfth  ^hc'' ' 

the"s?atitmS;polJ  typo  of  capltaXls.  and 
r'widrexpansion  ..of  currency  restrictions  during  ciod  ter 

the  Seconu  ’^'|lans‘^  actually  are  not  plans  In  tne 

Bclentific-  Concept  Sele?SpLn?  of  Ihf 

Spfta!ist®eSnoSj."rn  l^iempt  thal^s  doomed  to  failure 
under  the  conditions  o.f  Capitall-jn. . 

1  Tti~-  S-^  fm-^jfiesace  of  Gold  .in  the 

Falstlons  •  , ■  ■ 

Sifrrificsaoe  of  Geld.  Ib  the  totemattonal  C8.rrency  y©mions 
of  the  C3?IC'1^M*HrmiX"fuiictions  -^hich  are  iaiiereri  tx.  prsexo8.s 
nkals  as  a  world  rxsej.  _  ,  _  ^ 


As  K.  Marx  Indicates  goods  when  in  worlo  cii uUAo.tior. 
develop  their  exchange  values  In  a  universal  , 

fore,  the  form  of  this  value,  converted 
a  world  SiOne^^,  ([Note]  See  K.  Marx, 

1vm9,  circulation  serves  not  as  a  means  for 

r on version  hut  as  a  universal  means  of  exchange;  ana  ap“ 
pears  in  its  primary  form  in  the  shape  of  ingots,  ana  not 
-■■  r  that  of  national  money  (coins,  tokens  ol  value,  .  ^  „ 

cording  to  K,  Marx's  teaching,  go xcs  appears  j.n  c£fc 
functlo^of  ' world  money  as;  1)  a  universal  means ^oi  pay¬ 
ments'  2)  a-universal  means  fo'r  purchasing  and  oi 
absoUlt®  social  matorlslicatlon  ®f  " 

f,  ?hrSJao, Stall  funl«on"or«Drtf  money  In  the 
^"piililB?  eron^myV  Gold  "JP 

l‘s  fo/them^an^  yf^rro^ve^^SloSrof  ^JoS .“( [Site  J  aee 

?onr?  ''?i?‘r-"isfiSs  rh^rriSaippaiJf  tion  <f 

?£nn:r;??i°a?Ls?isr;"L?r5SoriL^iSi;n^^ 

in‘rxS,Srif“Se'’-ril‘l:etl:cri;n“of  the 


-ttsual  equilibrium  In  the  exchange  of  materials  between  two 
.  ■:'nations  K.  Marx  cites  the  failui’e  of  crops  forcing  one  of 
these  two' nations  to  make  purchases  in  an  excesslve3.r  large 
quantity.  ([Note]  Ibid). 

As.  an  ■  absoli\te  social  tuaterialization  of  wealth,  gold 
eppears  wherever  "the  issue  is  not  that  of  buying  or  pay- 
raent,  but  of  the  t'ransf&rrinp,-  of  wealth  from  one  country  to 
another  and  when  such  a  transfer  in  the  form,  of  goods  is 
lin.noESible,  either  owing  to  unfavorable  conjunctures  of  the  - 
■goods  market,  cv  owing  to  the  fact  that  the  goal  for  the 
transfer  of  wealth  in  a  glv€jr,  case  Itse'if  demands  monetary 
forrr'S."  ([Note]  K.  Marx, 'Das  Kapital,  Vol  I,  1949,*  p.  X51}« 

The  significance  oT  gol'a  iTr'fhe  USSR's  Intejrnational 
exchange  relations  Is  stipulated  by  thcs  fact;  that  the  ex¬ 
ternal  economic  ties  of  the  USSR,  calling  for 'internaticnai 
accounts,  are  realised  not  only  vvith  the  socialist  coun- 
tries,  but  also  with  countries  with  the  capitalist  system 
of  economy,  for  which  gold  is  a  world  money. 

In  the  article  "On  the  Sigi'^ificance  of  Gold  Now  and 
After  the  .Complete  Victory  of  SocialisiTi"  vjritten  in  1921, 

¥.1.  Lenin  .clearly  erapha sized  the  significance  of  gold  for 
socialist  construction  under  the  conditions  of  e  capltali.st  ■ 
encirclement. 

¥. I. ■■■Lanin  pointed  out  the  following;  "When  v>;e  shall 
win  on  a  world  scale,  it  seems- to  rAe,  we  shall  make  piibllo 
toilets  out  of  gold  on  the  streets  of  some  of  the  world's 
largest  c/lties.’  This  would  be  the  most  just  and  graphically 
edifying  use  for  gold  f-or  the  sake  of  those  generations  * 
which  ha-'./e  not  forgotten  that  because  of  gold  10  million  . 
men  were  killed  and' 30  million  were  crippled  in  that  'Great 
War  of  Freedom'  of  1914  to  1918  .... 


however  however  useful 


however  humane 
still  say:  We 


"But  however  'j’ast' 

the  indicated  use  for  gold  may  be.,  we  vJiXl  » 

must  yet  work  for  another  decade  or  tvjo  w^lth  the  .same 
tensity  and  the  same  success,  with  which  we  worked  I’n  the 
years  1917  to  1921.  only  In  a  much  wider  area,  in  order  to 


in 


this 


.  Meanwhile , 
a  higher 


one 


m'ust  save  gold  in  the  R3PRS, 
price,  and  to  buy. goods  cheaper  with 
"-']  See  V'.I.  Lenin,  Collecitad 'Works,  Vol  33,  p.  89“9C') 

Leni-u  ha  a  in  mind,  mainly,  tpe 
as  a  world  money,  and  as  an , international 
and  payment . 


a  chie  ve 
to  sell  It  at 
It."  ([Note]  See  V.I.  L 

In  this  article  V.I 
significance  of  gold 
means  for  purchasing  _  „ 

The  economic  content  of  the  functions  of 
vjorld  money,  undergoes  in  the  socialist  economy 


gold  a 
of  the 


S  <s 

USSR 


5  certain  changes.  .  _  .  ..  „  ■ 

«.  As  was  shown  above,  the  flow  of  gold  Is  considered 

f  under  capitalism  as  the  final  means  for.  the  equillbra;hton 
i  of  balances  of  payments.  An  excess  of  t'he  export  (sale)  of 
‘  gold  over  the  -import  (purcliase)  is  regarded  as  an  index  of 
the  passivity  of  the  balance  of  payments  v^hereas  an  excess 
of  the  import  over  the  export — as  an  index  of  its  activity. 


In  such  art  absolute 
cannot  be  applied  not  only 
to  many  capi’balist  colzntr-les. 

For  countries  producing  gold^ 


formula tloiTj  these  conditions 
to'  the  eocdalist  economy j  but  also 


the  latter  is  the  same 


kind  of  exoor  t  ;dte'iii,  as  all  other  products  of  internal  pro 
duct-Jon  exDorted  abroad.  If  one  considers  every  export  of 
gold  as  an^ indication  of  tb©  passivity  of  the  balance  of 


payrfients  ^ 


then  the  gold  producing  countries  such  as  the  union 
or  South  Africa,  Canada,  and  others,  forced  to  seel  the  major 
part  of  the  gold  extracted  by  them  as  an  export  merchandise, 
would  be  condemned  to  a  constant  passivity  in  their-  bal-  ■ 
ance  of  payments.  On  the  other  hand,  the  international  flow 
of  gold  stimulated  by  a  demand  for  it  from  industry  in  the 
broad  sense  of  the  word,  or  by  a  demand  for  the  purposes  of 
conversion,  likexv’lse  bears  no  relation  to  the  equilibra¬ 
tion  of  the- balance  of  payments,  and  cannot,  therefore, 
as  an  index  of  activity  or  passxvity •  Onij>  those  trtsu 
of  gold  in  which  the  latter  appears  In  the  function  of  a- 
universal  means  of  payment  constitute_ such  indices .  Ihe 
function  of  world  money  as  a  universal  raeans  of  payment, ^  ^ 
serving  to  equilibrate  the  international  balances,  is  manx 
fested  under  capitalism  as  the  flow  of  gold  .stlniulated  by 
the  changes  in  the  currency  exchange  rates.  In  the  freexy 


serve 


i  Cj.  f  '  !3 


convertible  currency,  gold  Is  imported  or  exported 


when  the 


currency 
export  or 
P: 


rate  goes  bpyond  the 
point.  The  mechanism 
into  eaullibrulm  with 


universal  means  ot 


limits  of  the  gold 
of  bringing  the  bal- 
the  help  of  the  flow 
iayment  is  described  by 
of  Pas  K3.pital  in  the  chapter 
rate  ’“oT"  exchange  .  ’’But ,  on 


exchange 
Import 
ance  of  payments 
of  gold  as  the  universa 
K.  Marx  in  the  third  volume 

on  the  flow,  of  gold  and  the  - - —  - - w  .  ,, 

the  ot'ner'hand.  gold  and  silver,  K.  iferx  points  out  a-C 
cVr-^stently  being 'shifted  her  and  there  among  the  spheres 
of'  c-^Voulation  of  various  nations  following  in  its  move¬ 
ments  the  continuously  fluctuating  rate  of  exchange.  - 
([Note]  K.  Marx,  Das  Kapital,'  Vol  I,  19+9^ 

currency  rate  of  ext?Range”5rs  determined  by  the  state  of  tne 
balance  of  payments,  the 
known,  the  barometer 
tsry  metal.  ([Note] 

^  the  absence  of  free  ccnvertlbllity  of  currency,^ tbs 

State  currency  organs  or  the  Central  banks 
the  balance  of  payments,  forming  under  f-i'f ■ 

c’^aotlc  factors,  cannot  be  brought  into  equii.=..orlum 
other  moans  and  the  national  currency  Is  chreatenea  wiw.i  ^^ 
a  'drop  'in  'its  rate  of  exchange  on^forelgn  currency  ^ 

T-n  the  socialist  economy  of  the  USSR  the  ino..ca tc-O, 
chaotically  acting  mechanics  of  tne  flow  of 
vsrsal  means  of  payment,  cannot  functioti  in 


rate  of  exchange  is,  as  is  well 
of  the  international  movement  of  mone- 
K.  Marx,  Das  Kapital,  Vol  III, 


19^9 


gold,  as  a  unl- 
vlew  of  the 


planned  development  of  socialist 


economy 


,  '  ftee  USSH's  paymetstB  a'i'-e  balaneed  deliberately  in 
c©nfor»i'ty  with  the  c^rrei-tcy  plans*  Any  expei-t  of  gold; 
regardles0  of  the  far.otlen  Iri  mioh  the  gold  appears,  is 
provided  for  feefoi-ehand  in  the  plans  for  the  balance  of 
•payments  (in  the  currency  plans).  At  the  same  ti.me  the  . 
currency  rate  of  exchange  of  Soviet  money  dotes  not  depend, 
as  In  capitalism,  on  the  state  of  th€s  balance  of  payments 
and.  the  elements  of  the  exchange  market,  'because  the_^ne.ce3- 
sary  premises  for  its  existence  are  absent  in  the  USSR. 

.  Tha  USSR  represents  ore  of  the  leading  gold  mining 
countries  of  the  viorid.  Although  gold  Is  not  t'ne  basic 
export  of  the  USSR,  as  it  is  for  the  Union  of_  South  Africa, 
the  Soviet  Union  may  in  certain  sit’aatlons  sell  &  part  of 
the  extracted  gold  abroad,  as  goods,  l.e..  It  can  ivciilze 
it  as  an  international  purchase  means, , 

Therefore,  the  export  of  gold  by  the  Soviet  Union 
cannot  be  considered  as.,  an  index  of  the  passivity  of  Its 

balance,  of  payments.  ..  ■  _  ■ 

On0  iB,a.y  cite  a  number  of  exsniples  froiti-'cbe  nxstovj 
of  the  U3SR*s  international  .curi*ency  relations  vjhl oh  Illus¬ 
trate  the  utl3.lEatlon  of  gold,  by  th©  Soviet  state  as  a 
mcaon  of  international  purchasing  in  the  sense  in  w..u,cn  a. 

Marx  employs  this  t-orm.  ■  _  ■  ^ 

Thu*?,  in  the  first  years  of  the  exJ.stsnce  ^of  the 
Soviet  state.  ov?ing  to  the  economic  blocteoe,  and  toe  im- 
DOSsibllitY  of  quickly  develop.tng  its  export,  gold  was  . 
utillEe.d  as  alincst  the  only  means  of  buying  aucoao.  uhe 

goods  necessaiqf  foi'  the  So’i'lat  State.  As  a  means  . 

ternational  purchasltig,  gold  was  eilso  uuxX..Ked  by  the  Soviet 
state  In  loyi,  whan,  owing  to  the  failure  of  crop.,  and 
famine  in  the  Volga  provinces,  there  arose  an  i^rgant  need 

for'"the  purchase  of  bread  in 

A’*”ter  the  extraction  of  gold  in  uhe  UoSL  bcgti,r.s  >/0 
vnerease'es  a 'result  of  the  re-establishment  and  recon- 
s?"urtlon  of  tL  gold  tndust.ry,  part  of  the  gold  now  being 
produced  again  in  the  USEE  was.  utilised  for  sale  on  the 

foreign  market^ ^  ^  is  using  gold  ' 

in  c.rt«ln"lt:at?onn-alBc..-in_the  ’ 

MVi-irih  k  Msrx  called  tho  E.bsoxute  soexai  taster j.axxEacA.on 

In  geSaX.  'fiie -granting  of  currency  loans  in  : 

goia  to  Poland  and  Ozselicalovtltla  Is  an  example  oi  suoli  a 

use  of  SPW-  ^  of  gexa  la  not  an  inSlcaMon  of 

tne  pasSei\?  of;^the  Uanoe  of^pa,»- 

oSe  S  tte  large  goW-produclng.countrles,  the 
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internal  extraction  of  gold,  aild  not  its  purchase  abroad. 

Is  the  basic  source  for  the  increase  of  the  gold  supply. 
This/  of  course,-  does  not  exclude  the  fact  that  gold  may 
under  existing  conditions  be  brought  into  the  USSR  froifi 
other  countries  in  settlement  of  trade  and  credit ' obliga- 
t  i  O  T  ^  s 

The  activity  of  the  USSR's  balance  of  payments  la 
exp-^essed  in  the  excess  of  monetary  receipts  from  abroad, 
whereas  the  paEsivlty— in  the  excess  of  monetary  passr^ents 
over  monetary  receipts  fi^oin  abroad.  _ 

Since  the  equilibration  of  the  !J.SSR's  balances  of  pay¬ 
ments  proceeds. deliberately,  according  to  a  plan,  and  not 
chaotically,  it  is  the  planned  increase  or  decrepe  of^ 
t h6  f  or 0 i pin  curro  n  c y  rc-j  s o r  v b  b  h  1  ch  c on  s  1 1 1  u. 1 6  t tio  x  i  n ci  x 
means  for  bringing  payr'fie’^bs  into  balance.  Therefore,  from 
th‘=  point  of  viex^  of  the  equilibration  of  the  balances  of 
payments  of  the  USSR,,,.  It  is  not  the  import  or  export  of 
,^olci  which  constitutes  the  index  of  thoir  activity  or,  pas^x- 
vltv  but  rather  changes  ir,  the  foreign  currency  reserves. 
Currency  Reserves.  The  cmu-ency  reserves  are  one 
the  reserves  of  the  Soviet^  Union, 

which  the  socialist  economy  cannot  dispense  wltn,  being 
based  on  a  planned  national  economy* 

Currency  reser.ves  represent- the  supply  the 
foi'^  international  payments^  and  consists  baslcaliy  ox  gold 

atid  currency  reserves  for  the  Soviet 

nnior.  ir;'  ^vinulat:ed  by  the  fact  that  there  are  cwo  systems 
cf  iixnomrin  eiistenL-the  socialist  and  the  capitalist 
liana  b^the  economic  ties  between  them,  with  the^ consequent 
international  currency  relations  restalting  from  them. 

■  The  sources  of  the  currency  reserves  and  the..r 
Biflcaiiee  were  different  in  the  various  periods  of  grovjv,.. 
of*  ibG  national  economy  of  the  Soviet  state. 

Tn  the  first  years  of  Soviet  povjer  and  during  the 
transition  period  from  capitalism  to  socialism,  the  accurau-  . 

currency  reserves  was  a  pressing  necessity,  .ux:- 
goW  .'uwly  Sat,  in.  coviet  state  acquired 

tS  mSt'ecacntlal  goods  In  the  very  first 

™  Jf.r  I'S  oltmer  revolution,  in  order  to  liquidate 
years  aftei  tno  ^  ^  j-oj.  the  starving 

fne  haonomo  co^W.'  j  order  to  re-establish 

^rsIveSlfdiSageSloif  industry,  the  import  of  equipment 

from  abroad^was  «qulred.^  -pltallst  countries  «re  con¬ 
ducting  a  credit  blockade  against  Jhe  f*™ ‘^-^ttlimlredlts 

state  xn  tne  world,  Under  these  con- 

and  threatening  a  ”fr,®“''r;Srren°y  Jiserves  «as  bf  the 
SgL°st  Sfpo?SScf?i“seourS?  Of  Ihe  economic  Independence 


tte'  USSR  and  for  strerigthenlr4g 


the  now  Soviet  cu 


'rency-- 


of  the*  transition  period,  the; 


I  ♦  J  » 

the  chei-voriets . 

During '.the  years  ^ 

CommiUilst  Part  aecorded  parsmovint  Irsportance  to  tno  accuiaa- 
lation  ;of  curreticy  roservos  in  the  fSoviet  economy. 

Itn  great  founder,  ■Vtl.  I^nlii  had  already  in  0.921 « 
at  the  very  'beginning  of  t’na  restoration  period  of  the 
US R '  u B t xobbL  6  c  01) oruy  ^  p o i  n  1 6 cl  cu t  t h3  t i 6  c  ^  s  o x. t y  4 • 
savinj?  gold,  which  was  at  that  time  practically  the  on.*.y 
■form  of’^Soviet  currency  reserves.  _  ' 

The  sources  for  tho  accumulation  of  curi’ericy 
serves  for  the  USSR,  during  those  years,  were  in  addition 
to  the  activity  of  Ite  balance  of  payments,  an  j-ncreas..  in 
tha  mining  of  gold. within  the  coutrcry  and  the  mobiir-£o- 
tion  of  ail  nationally  available  pecviniary  valaabltj^. 

Since  in  the  period  of  the  Party's  struggle  xOi 
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the  essential  significance  In  the 


matter  of 
diroctlon 
trade  and 
In 

rjirectlves 


8 ccuiiiula tion  of  currency  reserves  was 
of  fox’eign  trade,  that  would  allow  the 
payments  to  yield  an  active  balance . 
connection  vrlth  this,  the  governmeni.. 
regarding  the  accumulation 


..X\ 


eu 

balance  of 


paid  particular  attentioj 


md  Fcrty  : 
of  currency  reserves 
duri  no  thla  period  to  the  probleni 
of  loMevinr  an  activity  of  the'balanee  o.f  payments  and  trade 
The  direetionr,  on  the  activl-.y  oi  " 

v.-«r.a  criven  by  the  Thirteenth  Conference  of  the  RuoSj-an 
Ccni'min'’ at  Psrtv  (BolsbevlVcs)  (Rosslyskaya  Komrnunis ..  i.ches~. 
ktt  Parh- ya  the  Tr.lrtaenth  Congress  of  the  Russian  Cem- 
runlsi-  Party  (Bolsheviks),  the  Fourteentn  Cone.’ss..  o.  t.K. 

Sl-anlon' C«iahl.st  Party  (foiy.evlks)  (Vsesoy.«naya 
Komraunisticheskaya  Partiya.),  tae  .biitec-nuh  ft-a^Anth 

th*  vn -Union  Communist  Party  (Bolshevims; ,  and  th.-  trl t.-er,th 
O'"  the  All-Union  Communist  Party  (BoXsne Vi.Kp>  j  .  ,  , 

'aa  Cjeelsloh  of  the  Fifteenth  prty  Congress  also 

nn  of  res'^rves  (raw,  goods,  and  cur;cency)  the  ^ 
??°h  Sw  «°«aM;  irsuiance,  protecting  the, USSR  against 

?l5oi  fluctSUons  or  the  conJunctureB  Of  the  International 
the  Dossitllities  of  an  econo'mic  ana  a  ,u.reo,i  u  ■  , 
?rn^nc"e,  o^rllal  or  total,  blootaOe,  a 
tte  Country,  ee  «11  as  a  ,  direct  armed  attack  on  the 

of  Pi-ole tarlan  Republics not®,},  n  ,  t  : 

ffioY.  TsK  ('"he  CoS^iist  P-arty  cf  the  Soviet  Union.  In  the  Resolcttions 
of~Coi5;erese<iS.,.  Canfareaces,  and  Plcn'ums  o.f  the  Central  Comittee),  ; 

Part  II,  paf;e  ^57»  Stat.e  iafoliahlng  House  of  Political  Literature,  , 

195^.) 
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Now  that  the.  economic  and  poXitioal  power  of  the  ,, 

Soviet  Union  has  developed  on  a  gigantic 

ceased  to  be  the  only  socialist  state^  and  socialism,  has 
exoanded  beyond  the  framework  of  a  slngxe  country,,  and 
world  socialist  system,  maintaining  superiority  in  the^VJO^^d 
economic  competition  with  eapi.,talism  has  been  iormea,_ 
meaning  and  functions  of  the  currency  reserves 
HoSt^r,  inspite  of  this,  and  of  the  fact  that  the  tech- 
nloal-economlc  independence  of  the  socialisi,  economj-  In 
relation  to  the  capitalist  vjorld  has  been  attained, the __  cur- 
■''■ency  reserves  continue,  even  at  the  ipra sent  time,  to  piay 
an  important  role  in  the  Soviet  economy.  /..' 

‘  Currency  reserves  also  have  Important  E-lgnificance 
for  a  freer  rnamuverln,g  in  foreign  trade,  partiouiarly  in 
<yv6.Bv  to  utilize  'bett^n-:'  the  ccmjimeturo  ,of  ‘'^he  cap! 

t,oi...d  there  Is  a  conjuncture  in  the  capitalist  marketi:^ 

unfavorable  to  the  USSR, (a  'drop  in  prices  of  Soviet  export  . 
goods  or  an  introduction  of  a  resti’lctlon  on  i.hei.r  u 

into  capitalist  countries)..  It  iray  pove  to^be,  . 

tain  conditions,  mere  advantageous  to  liquiadte  debt  Om 

credits  given  to  It  by  individual  ca-pltalist  countrleb,  by^, 
curx'.^'-'icV  eralned  from  the  sale  .of  gold  but  not  from  u  xe  faa.lb 
of  roods  ""  For  this  purpose  accumulated  gold  reserves  may  be 
utlhgi-^d.  ■  Tp  exactly  the  same-  t^ray  it  may  .be,  undp-  cnese  . 
sltGSftons,  advantageous  to  the  USSR  to  utilise  tne  accumu.-- 
JateS  i'oraign  curreneyvor  gold  for  the  purchase  of  .gooas. 
instead  of  the  sale  of  export  goodp  ^ 

•oii'^^reucy  r'esserves  are  also  necessary  for  , 

,»alr.tenarle  of  the  TJaSK>  Sally  balance  ff  ^ 

capitalist  countries.  Short-term  ulaparlpep  betweeu  .  ..he  ■ 
amounts  of  de  It  and  credit  are  not  excladed  from  tne  bal¬ 
ance'  of  pavments  of  the  USSR.  .They  may  occur  pt  ply  in  ; 
conE.equence  of  the  Inevitable  asynchrpism  xn  the  terms  o.t 
cxxrrency  receipt©  and  payments,  but  also  .®  ^  . 

the  influence  of  eeasonal.  factors  and  fluctuatiOijrf  o...  thv 
„f V. 1 'i  « t  con  ion ct'stre .  which  are ,  in  foreign  trace  plans, 
impcsBible  to  foresee  with  complete  accuracy,  in  the  foreign 

trade  reserves  .have  in  the  USSR  an  even  more 

'general "meaning  tn"  connection  with  the'  problems  of  p3.annxng 
thrnatlonal  economy.  .Just  as  the  other 
of  the  socialist  economy,  they  may  be  utxli.:.ea  xur  cLe 
DOS‘='«  of  overoomilng  the  disproporctxons .  revodla-a  in  th.>  coal  .-., 
n-^  fulfillment  of  national  economic  plans,  by  means  of  pur¬ 
chase  abroad  of  products  lacking  at  the  Sfven_time.^_  _ 

Tp  the  oast  currency  reserves  wore  utj.ii^.ea  ...om„tlu..-.j 
.n  th-f'eS'es  Where  the  need  for  an  urgent  purchase  of 
Abroad  aro^  for  the  purchase  of  i^hlch  the 
S.nSf  rf sources  SSld  not'be  mobilized  on  short  notice. 
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Under  conditions  of  tsar  and  of  economic  bloekadets, 
as  ^  a  result  of  the  blocks  ding  of  the  USSR  '  s  currency  re-  ,, 
sources  in  .foreign  t^ank  accounts  and  as  a  result  of  other 
hostile  currency"  measures  toy  the  capitalist  countries  the^ 
utilization  of  the  currency  reserves  may  be  made  diffic\.u.i-. 

Currency  reserves ' vfare  utilized  after  the  Second 
World  War  as  a  means  for  friendly  economic  aid  to  individua.*. 


countries  of  the  Socialist  camp. 


Indicated  above , 


■USSR  granted  loans  of  gold  and  currency  to  Poiana,,  Czecno- 
alovakla,  Hungary,  and  other  countries  from  its  ovm  currency. 

PGS0X*VBB  fc  '  '  ' 

*  :  ^‘ihe  significance  of  currency  reserves  (gold -and  for¬ 
eign  currency}  Is  not  the  saiRe  at  different  times.  It  -yaries 
denendlng  On"  the  changing  international  economic  and  poU" 
tical  situation  and  the  extent  of  trade  of  the  USSR  and  other 
Socialist  eount.ries  with,  capitalist  countries,  espe crawly  , 
viith  the  industrially  developed,  countries. 

The  significance  of  gold  and  foreign  currency,  sis  ,  ;  . 
currency  reserves  deponds  on  the  degree  that  they  ma.y^toe  ■  ; 
utilized  under-  given  cohditlons  as  means  for  international 
payments,  for  the  payment  for  goods,  for  the  liquidation 
of  credit  obligations,  and  for  other  expenses.  , 

Gold  is  the  vjorld’  money  of  the  capitalist  economy,; 
therefore,  as  a  rule,  not  one  capitalist  country  refuses  -o 
purchase  gold  With  its  own  currency.  The  question  lios  only 
in  the  price  at  v?blch  the  capitalist  countries  aj^ree  ..o 

accept  thj  price  of  gold  in  the  USA,  established  as 

early  as  the  30th  of  January,  193^  at  35  dollars  per  ounce  ■ 

'of  purs  gjold «  has  been  the  price  of  .go3.Ci  sxnce  cue  ijeoond 
World  Vfar.  Despite  the  fact  that  the  price  of  goods  ex-., 
pressed  in  dollars  has  increased  in  the  world  ma'rket  Blnce 
that  time,  by  2.5  to  3  limes,  the  government  of  the  USA  pre¬ 
serves  the  Indicated  px’ice  of  gold  at  an  unchanged  level . ,  _ 

T‘h£^  low  pt’ic6  of  gold  In 

contradicts  the  interest  of  all  gold-extracting  countries. 

The  Union  of  South  Africa  and  other  gold-extracting  capl- 
talJat  countries  have  reoeatedly  raised  the  question  of  in¬ 
creasing  .'the  world  price' of  gold  to  the  capitalist  cour.trxes 
at  the  International  Monetary  Fund.  _  . 

'fills'  vjould  help  a.  number  of  capitalist  countries  who 
do  not  possess  large  gold  and  currency  reserves  to  solve  their 
currency  difficulties.  :  However,  the  government  of  tne  USA, 
the  princioal  world  buyer  of  gold,  has  up 'to  now  always^ 
objected  to  an  increase  of  the  price  of  gold.  ,  ( Lhot«  J  .von- 
versation  of  Comrade  A. X.  Mlkoyan  \^lth  French  corresponqencs, 
?nssbn7aya  toi''go\dja  (Foreign  Trade),  Ho  8,  ,19,58.  page  o.)  , 

As  'C'ouirade  Mlkoyan  pointed  out  In  hxs  conversation  . 
with  the  French,  the  normalization  of  the  prices^ of  gold  _s 
also  of  interest  to  the  Soviet  Union .  ( [Note  j  Ibid) . 
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order  to  be  able  to  utilise  ^old  in  International 
accounts  for  tiie  eQuUlbratlon  of  tfie  isalance  of*  payjients  or 
fo«  the  purchase  of  goods  on  the  world  capitalist  ma-^'ket,  ■  It 
Is  necessary  to  sell  It  In  Edyaftce  for  the  foreign  carrency 
necessary  for  these  pss'TnentB.  :  . 

In  speaking  of  the  diffiaulttes  of  utilizing  gold,  ore 
might  recall  the  boycott  of  Soviet  gold  in  the  first  years 
of  the  existence  of  -the  Soviet  state,  in  the  form,  or  the  so- 
called  gold  blockade,  which  was  being  conducted  by  tue  large 
banks,  by  the  government  of  the  mk  and  by  governments  of 
a  number  of  other  capitalist  countries .  ^ 

Currency  reserves  of  foreign  currencies  should  maxnxy 
consist  of  a  definite  supply  of  convertible  currencies, 
since  only  such  ourrencles  may  be  converted  into  other  for¬ 
eign  currencies  and  utilized  for  payment  In  any  country. 
However,  it  is  necessary  to  maintain  small  reserves  even  in 
restricted.  Inconvertible  currencies  of .  Individual  countr-tes, 
in  order  to  provide  for  the  current  payments  in  these  coun- 

*  ’under  the  conditions  of  currency  Instability  in  the 
capitalist  world  the  reserves  in  foi'elgn  'currency  are  not 
guaranteed  from  depreciation  as  a  result  of  a  devaluation 
or  other  drop  in  the  currency  exchange  rate .  A  gbld^clause 
can  be  the  only  guarantee  against  the  depreciation  ,of  the 
currency.  Curx'ency  reserves', are  also  threatened  with  a 
freezing  of  bank  accounts  in '"cases  of  introduction  of  cur¬ 
rency  r'estrlctlons  or  the  seizure  of  these  accounts  in  war^ . 
or  because  of  other  considerations.  During  the  Second  World 
War  the  United.  States  Government  .froze  certain  sums  on  ac¬ 
counts  In  ,  American  banks  belonging  to  citizens  and  eii  jer- 
prises  not  only  of  enero.j''  states,  but  even  of  netitral  coun- 
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Dux'^ing  the  course  of  the  war  in  the  People ’s  Demo¬ 
cratic  Republic  of  Korea  .  .  (Kkm.«.-Koreyskaya  _  Harodrk) 
Demol<ri’atloheska.ya  Respubllka),  which  was  being  aided  by 
Chinese  war  volunteers,  the  United  States  government  isi-^ 
pounded  all:  of  the  People's  Democratic  Republic  ok  Korea -s 
resources  In  American  banks.  After  the  natlonaliza,Aon  of 
the  Suez  Canal  by  the  Egyptian  EP'^^^nment,  the^gox-ei’nmen^s 
or  England,  France,  and  the  United  States  froze  Egyp  ^  mone¬ 
tary  res  oxirces  existing  In  the  accounts  of  banks  .of  these  _ 
countries.  ([Hote]  Later  Egypt  negotiated.,  agreements  for  tte 
release  of  these  sums  with  those  countries.; 

The  keeping  of  fxims  in  a  foreign  currency  in  the  ac¬ 
counts  of  foreign  banks, ^  as  well  as  of,  foreign  monetary 
tokens  in  accounts  of  the  State  Bank  USSR,  ^ 

granting  of  credit  to  a  country,  xlnose  currency 
as  a  currency  reserve .  In  the  majority  of  cases  this  credit- 
bears  no  interest,  since  the  large  capltalis ^  central  and 
commercial  banks  do  not  pay  interest  on  currenc  aocounto . 


■Bie  amount  of  reserves  in  foreigin  oxirrency  should’ in 
con-nee tion  with  this  be  l-imlted  to  a  certain  aintot ^  the 
current  psayment  by  the  of  all  foreign  trade,  credit  ■ 

and  other  financial  obligations,  and,  in  addition,  p-rovldxng 
a  possibility  for  unlimited  ffianeuvorablllty  In  foreign  trade 
for  the  purpose  of  utilizing,  to  the  beat  degree  poBslb,..e, 
the  changing  con  juncture  of  the  capitalist '  comacdity  mar-ice^s, 

•  The  perspective  balance  of  paynientB  'v^lth  capita ^ 
countries  in  fx-eely  and  partly  convertible  currenciec  snouia; 
'therefore,  be  planned  not  only  as  being  -in 
showing  a  certain  preponderance  of  receipts  in  I'f- 

foreign  currencies  oyer  payments, 
tain  increase  of  curre'ncy  reserves  in 
renay  Is  necessary  in  light  of  the  .tact  vhst 
creases  in  USSR*s  production  from  year  to^year,  -turnove.- 
in  foreign  trade  with  the  capitalist  countries 
as  well.  The  more  ejstensive  the  turnovers  the  blgnet  should 
be,  all  other  things 'being  equal,  the  amotint^of  forelgn^^ 
cur-i-’ency  reserves,  in  order  to  assure  ourrenfc  paymentto  and 
a  better  m.aneuverabllity  in  foreign  trade.  . 

part  of  the  USSR's  currency  reserves  conslsts^oi  gold  wnioh 
is  kept  within  the  country.  The  extraction  o..  gold  wluhit. 
the  country  Is,  in  the  USSR,  the; source  of  the  formation  . 
of  the  gold  portion  of  its  cui-rency  reserves.  - 

Cvrroney  Acopm.tabiIit£jRnClgp^43Jtiim  ■ 

fayment  and  Account  Bslarces  of  the .USSR 

The  USSR’s  balances  of  payments  are  distinguished 
from  the  balances  of  payments'  of  the  capi'tallsc  countries 
not  only  bv  their  content  and  means  of  balancing,  but  also 
by  me-thods"of  compilation.  •  The  latter 

the  balances  of  payments  for  (past  terms),  I*®**  the  account 
balances.  The  concept  of  balance  of 

under  the  conditions  of  socialist  economy  Dssxcally  coxnc^des 

with  the  concept  of  currency  accountability,  i  .e 

of  the  receipts  and  payments  in  foreign  t'raoe  ana  Ocher  foins 
of  economic  and  other  .relations  with  foreign  governments, 
i.e.'  ■accounting  of  the  fulflllraent  of  currency  Plans. 

’Currency  accounting,  in  the  bread  ®enss  ol  the  word, 
encoranassss  all  forms  of  accounting  and  accounts  in  the 
S  ?he  U.SSR'S  international  accounts.  In  the  narrower  sense 
of  r Vie  word-"these  are  accounts  of  currency  receipts  and 
payments,  received  and  made  by  foreign  trade  unlcms  and  all 
other  economic  organizations,  and  ir.stitutlon,j  of  bne  USoR  , 
for  specific  fiscal  periods,  they  perform  an^  Important  role 
In  the  p'lannlng  and  regulation  of  the  USdR  s  internctlor  . 

currency  acco-ants,  as  all  other  accounts  on  the  ' 


fulfi'llnient  of  plans  in  the  Soviet  economy,  per.fcrm  first 
•  of  all  the  function  of  checking  the  fx-ilfilliR-ant  of  the  plan 
and  of,  its  correction.  Such  control  Is  necessary  for -do,  ternh 
ining  the  ^  success  of  the  work  of  all  organlEauxcns,  .cndi,— 
vld,\jal  links  of  the  .apparatus  and  workers  called  upon  to 
direct,  the  plan’s  fulfillment  and  to  put  it  into  p-cact  j.‘-.e » 
Currenev  accounts  show  which  parts  and  divisions  oi 
the  plan  were  not  fulfilled  or  overfulfilled,  and  reveals  . 
individual  errors  made  in  the  planning.  At  the  same  time 
"this  currency  account  as  othei'  forms  of  cur.rency  a-ccounting 

^  .  -  -  •  .  „  _  ,  „  .*  Jt  S.  Jf  ^  4:-.  fcH  '’t 


and  acGOUfits.  app^-nrs  bb  the  necessary  initial 


the 


,,omDilatlon  of  future  plans  of  the  balance  ol  payments  _ 
of  the  fjSPR.' and  to  regulate  them  In  the  process  of  fuxfxllment 
The  accounting  of  demands  and  obligations  on  eoneludea 
foreign  trade  trarfssctlons  and  credit,  agreetBonts  Is  in  this 
respect  especially' important,  but  equally  important  is  the 
8 ccountlng  of  terms  c.f  paymevit  for  these  obli-gatiosio . 

The  basis  of  cuPi’ency  accountability  in  foreign  trade 
is  the  bookkeeping  and  operative  accountxng  of  tne  irano- 
3  c  t:  i  c n  s  c  B  u  s  i,  T;  g*  t  hB  x*  0  o  0  x  p  fc  b  n  (3.  6  x  p€^  n  d.  i  t  u c  01  c  u  .1 .1  c  i )  c  / 
means'.  Such  an  account  is  conducted  by  each  individual 
foreign  trade  uniun  and  by  all  organizations  ^ex'vxcirtg  , 

f^QV3£-.  j  ci’Ti  » 

”  In  non-trade  operations  tho  currency  accounting  l.s 
conducted  by  deosirtments  and  organisations^  which  have  cur- 
rencv  receipts  and  which  have  received  the  .right  to  spend 


;  u'i’r e  n  o  y  n;  s  a  n  r 


x’art 


of  the  non -trade  currency  opera 


tlons'  are  conducted  by  the  USSR’s  Ministry  of.  Finahc 

Tlie  accounting,  of  the  received  and  expersded  , curx’ency 
means  is  conducted  with  a  subdivisions  of  receipts  pd_ex-„ 
Dense s  I’o  the  various  typets  of  oporstions,  ana  by  che  dx,.- 
ferent  forms  of  currency  as  well  as  by  the  dlfferein.  ^coun-- 
trlofx.  At  the  same  time  the  Mltiistry  o.f  Finance  conauecs 


_  of  fulfillment,  of  the 

stipulated  in  the  agreements  on  excihange 

. .  Soviet  Union 


sDGcial  accounting  for  the  course 
supply  of  goods,  stipulated  In  th 
of  comnioditle.s  and  peyraerits  conciuaed  by  the 
with  the  individual  countries.  The  data  of  this  account 


the  nec 


?a 


laterial  for 


verl 


f\j. If i Ilmen t  of  the  mutual  goods  exchange  according  to  che 


stipulated  in  these  agreemenp* 


fi cat Ion  of  the 
to  the 
The  accounting 


serves  as 

-  -i  JTV 

.X 

0 3. 0  X  J.  XJ Cf  3  LiL.K-zvi -i* ’-A  VA  V,- * ^  —cx/"  ^  .  f  *1  •  .  .a 

Pnd  accounts  on  cleaxrlno:  accounts  ensuing  from  miacual 
exchange  are  concentrated,  in  the  State  Bank  USSR.,  ii,isOirti' 
ad ’the'‘’latt®r  has  the  corresponding  or' clearing 

A  Bpecial  place  is  occupied  by  the  accoTjntlng  a.  a  ac 
counts  for  the  extentton  to  other  countries  and.,  thtp  rcc.'ipt. 
from.'other  countries  of  credits.  TMs  ^counting  is  con¬ 
ducted  not  only  at  the.  Ministry  of  Forelp  T^^de  but  a..o, 
on  a  number  of  credits,  at  the  S'cate  BanK  ana  tu.,  h,jSri 
Ministry  of  Finance 


Along  with  the  currency  accouirting  in  f'or‘:;ig'n  «. 


ade 


-e-ompiXed  by  the  Ministry  of  Foreign  Trade,  and_ accounting 
■  in  othen  operations  as  are  I'eallzeci  by  the  JuoP.  .tiilniSi-ry 
of  Pinance  V  and  other  departnient-s,  parallel  currenfty  ac“ , 
counting  and-  accounts  are  conducted  on  the  entire  aggre¬ 
gate  'of  '''the  ‘Soviet  Union  ‘s  International  a-ocounts  by  the 


State  Banlf,  which  is  the  USSR's  currenc 


cashier.  It' is 


t-hr-oush  the  cash  department  and  accounts  of  .  the'State  ^ 
in  foroigp  banks,  that  in  the  raaln,  pass  all  receipts  ana  . 
expenses  of  currency  means  in  both  trade  ana  non-traas  cpera- 

In  reflecting  the  deposits  and  amounts  drawn' oh  them,; 
the  accouTitlng  and  accounts  of  the  State  Bank  cannot, ^how¬ 
ever  give  in  a  number  of  cases,  an  extended  and  aetaliea 
Dlcture  of  the  components  in  the  debit. ..and  credit  of  the 
■currency  means  out  of  which  these  amounts  are  in  fact  com-  : 
nosed.  TI-jIs'  gab  can  be  f lilted  by  such  data  of  tiie  booK-  ^ 
k-eping  and  operative  accounting  data  of  foi-’eign  trade  unions 
which  give  an  opportunity  to  present^a 

the  debit  and  credit  of  currency  by  the  separate,  ^ypes  of  , 
reccipts^^andj^aymy^ats.^^^^^^^^^  of  the  State  Bank,  being ;  ■ 

cash  accounting,  gives  control 

i-vvo  of  the  curr6nc^“  accounts  of  c3.1i.  tne  ui 

ganl nations' establishmentB  of  the  USSR  vrtilch  spend  and 

re celve^^ currency  account  of  currency  oparationtt 

-ondu>'^‘--vra<-‘oordi.nK  tor  'each  Individual  country  and  currency, 
gi7B:i"ar'  opportunity  to .  follow  currency 

in  foreign  .trade  and  non-trade  operabiono.  ._^ln  tai|j  ie.>pc.^- 
it  has  an  Important  significance  In  the  aaiiy  reguratiOn  of 


State  Bank  Is  in 
corresponding 


the  USSR's  international  accounts. 

The  cort'ipound  currency  account  of  tn«. 
essence  the  USSR's  balance  of  payments  f Or  a  _  i, 
period  of  "time,  coTriplled  in  B'cmmary  form  wxthoui:  detalxed 
breadkoVib  of  debit  and  credit  articles.  ,  i  _ 

'  ^  data  of  bookkeeping  and  operative  accounbingo^ 

for-el£yn  trade  and  other  forms  of  economic  relations  With  tne 
iltBld"  KO?Xd.  Sion*  with  data  of  our-fenoy  aooountlnj  In  non- 
tiaae lilclei.  a-,-.d.tho  Gtato  E,ank:'.  oonosrnlna  Its  ™ 

Operations,  give  all 
tion  of  tha  USSh's  c: 

ment.^.  .  gocialisf  system  of  economy.,  indissolubly 

as-^o^'iated  with  the  monopoly  of  foreign  trade,  and  its  com-  -  . 
®i^^;;!;t  --Lcrcncy  monopoly.,  the  Soviet  Bni on  has  the  upper- _ 
tunitv  to  compile  vfith  a  maximum  possible  degree  ol  accuracy 
krakoSnt  toXanoe  of  peyiiients.  Just  as  other^baianooa, 
chara'-* tensing  the  USSR'b  International  account  relations.  . 
The  ;^onem  of  compiling  account  balances  of  ,, 

facilitated  bv -the  fact  that  an  overwhelming  pax  b  of  .the 


B  data  coneerhipg  its : own 
the  necessary  m.at©rTal  fci"  the  compost" 
itailed  and  exten.ded  balances  of  pay-. 


international  accounts  of  the  country  ,  pass  through__  a  ^single 
cur'^^ency  accountings  cent6r“*’tne  State  BanV.  oi  the 

Xn  the  Gonditlona  of -.'capitalist  economy  the  organiza 


economic  ties  among  the  countries  and  the  payments  result¬ 
ing  from  them  are  realised  mainly  by  numerous  private  enter¬ 
prises.,  firms^  and  banks.  '  -.j.'  t.> u-i-v 

In  connection  v^lth.this,  capitalist  statistics  or  the 
balance  of  payments  are  compelled, in  the  majority  of  cases, 
when  It  is  a  m-atter  of  p.ayments  or  commercial,  and  rinanci&u- 
accounts  received  and  effected  by  Indlvloual  enterpivlsss, 
to  proceed  from  various  indirect  data  and  external  inaices 
of  completed,  operations  and  their  approxlms,te  appraiEal. 

Countries  with  currency  restrictions,  depending  on 
the  !?reater  or  lesser  extent  of  t,hese  restrlcticns  in  tne 


of  effect! veneos  of  currency  control, '  have  tne  oppo?7'tun±u.y  , 
to  compile  on  the  basis  of  data  of  exchange  organs  more;.  .. 
exact  balances'  of  -payments  than  countries  vihlch  ao  not 
employ  currency , restrictions .  However,  even  in  countr  es ^ 
vjlth  the  most ,  rigid  system  of  currency  control,  uhu  Mt.^c.wi^-  , 
tii-s  of  the  balance  of  payments  are  very  far  from  corresponu- 
lifto  tS  aemands  of  sc-liitlflo  methodology  anti  suffer  from 
a  aiKnifl-cant  lack  of  accuracyx  Supporting  ohlB  Ib  the 

fact  that  even  in  the  statistics  of  balances  .of 

countries  with  currency  restrictions,  the  grand  tp-al  of 
debit  never-  coincides  with  the  grand  total  of  cr^axL, 
by  rather  large  amounts .  This  unclarlfied  „ 

be  found  in.  the  article  especlaXl.y 

of  the  balance  of  payments,  called  .’Omissions  , 

The  Soviet  Union  is  freed  fi-’orn  the  necessi-ty  oj.  re¬ 
ft  nr  tin  a*  to  the  varloiis  artificial  methods  of  com,plAxng  uie 
aMouot  baXanoos  of  paymente  employed  by  the  ststlsc.es  oi 
the  capitalist  countries,  which  distorts  the  actual  picture 
of  international  exchange  relations.  _  ^.1 

'The  boblckeeDing  and  operative  accounts  o..  ^fou,  eign  , 
1-ra'^p  unSors  and  other  So'viet  economic  organizations  ana 
fstaMlshmebtrwhloh  are  obligated  to  render  an  acoount  to 
the  government  of  the.,  currency  means 

+.upiv,  on'=rattons.  are  the  source  f or .  the  compilation  oi 
i^tancerof  pi'ients  in  the  USSR.  In  connection  with  this. 

In  the  USSR X.  account  balances  of 

"Omissions  and  Blrrors",  is  not  present,  and  ^pbit 

is  alwavs  balanced  by' the  tocal  amount  ox  the  debit 

?L.''resSh  balanoos  of  pajanonta  slvo  ao 

as 'in  the  case  oi  capitalist  ooantiieb,  pu^crure  , 
o/lhe'^ae-tual  monetary  receipts  and  payments  for  a  corres-  . .. 
ponding' period. 


.The  compilation  of  the 

■in  the  USSR  pursues  the  pacticai  : 

better  planning  end  regulation  f/  the  Internationa-  ex 

'  '  ^  Alori'^  ifiith ,  the  aompilatton  of  the  haiances  of  ^ 
ment's  as**'accounts  of  the  fulfillment  o,f  the  plan  ol^tY 
■balance  of  payments,  the  USSR  also  has  the  opporvanity  —j. 
comSlL?s.t/or,nt  balances  of  payments  . 

collated  statistical  table  Mhlch  gives  « 
payment  relations  'vilth  all 

^h^tndivtdSai  foJma  Of  eco'nomio.  and  non-economic .  relatxons 
vjlth  of  the  USSR's  balance; of 

pament?  for  the 'years  1935  and  1936  as  published ^gtne_^ 
Soviet  oress  and  remitted  for  publication  In  ■^"■'3";-,  ; 

Nations*  collection  of  balances  of  payments,  oiled  be-o^i, 

(sac  MbW  V„larc«  of 

oJtlJdly  to’^the  sone®  of  the  tolenoe  of  pay; 

«nte  Korkea  oat  In  1928  and  aPPH^d  Pj. 

the  League  of  Nations  for  the  purposes  ' f  ’ 

the  Btattstlcs  of  the  balances  of  paymeni;,®  of  ,*&rxo  is  . 

councrles.  ^  ^  point' of  vleN  of  the  mepodolop 

of  o^rwhaon;  the  pabllnhed  Jl- 

U'^SR  for  1035  and  1936  differed  essentially  fiOtei  th-  b©.l 

ailh  of  ;ijwntn  toloh  a«  published  by  . 

trhd.  Sbe  fundawmral  fllfforenoe  ly  In  the  fa^t  tn»;^  . 

fhs?  «re  gonulna  account  balances  51  ah 

aSnls'-of  1L"S«;tary  balances  of 

given,  ana 

/based  on  data  ■yie'lded  items, 

approximate  appraisals  of  debit  ano  y»”n<tT"  i«5fc 

a?irthe  oase^slth  the  balances  of  payTr^ents  of  capitalist 

countries;  ^ggRi^  S/S'%S5yn? 

1935  an«  19.86  m  tuo  parts. -"Current  “J  sourc* 

tq  and  Property  ,  graphically  showaa  the  nour'o.eu 

?L  tb2'"ra3SS  s/ttir»ant’of  the  foreign  trade  short-term  . 

Seiner” bSfft  ?r ”e ,  beague  of  Nations  pblished 
t'h"'  USS^^o  balances  of  payro-ents  not  In  t-o 'th* 

appeared  Soviet  -print  and  viere  ;  presen  ted  to  ths 

Secretiriat,  but  in  the  form  of  ^  anti' 

figures  %ihlch  wsade  a  visual  survey  dxfia.cult .  Th-  anox 


Soviet 
Eilhd  to 
had  utiltaed 


i  HhiCh  wsaQ's  k  vxssuax  owx  - 

circles  in  the  League  ,  of  tinton 

e  in  this  manner  the  fact  b.hati.  the 
the  significant  active  balance  in  foreign  wJ.adt- 


for  the  liquidaticri  of  Ita  previous  short-term  credit  debts 
to  other  countries  and  had  again  proved  its  economic  pov;er 
and  ability  to  fulfill  obligations  taken  upon  Itself  puctually 
.The  eowpoBltlon  of  the  USSR's  yearly  collated  account 
balances  of  payracnts,  as  well  as  of  ' the  aooount.  balances 
(the  balances  of  international  debt  and. deroanda)  at  the  end 
of  the  accounting  year  is '  delegated  tc  the'USSR's  MJ.nistry 
of  Finance. 

The  account  bala'noes  of  payments  of  the  USSR  are  at  the 
‘present  time  compiled  in  a  different  form  frorsi^  the  one  by 
which  the  balances  of  payments  for  1935  end  1936  were  compoge^i 
In  a  soRiewhat  abridged  form  the  structures  and  con- 
tents  of  items’ of  the  IfSSE's  account  balances^ of  payments  Is 
presented  in  the  foXlP-wing  form  (See  Table  II).- 

■  Table  I  ' 

The  Balance'of  Payments  for  1935  ahd  1936  • 

(in  thousands  of  .rubles)  '■ 

(in  1935,  1  ruble  3,00  Prench  francs;' from 
27  October  1936,  1  ruble  ,=  ■4-. 25  Prench  Francs) 

Debit  :  _  ■-:  ■  1935  .  ■X936  ■ 

Current  Items 

1.  Receipt  from  the  realization 

of  export  goods  (P.O.B.)  — ---  1,800,363 

2.  Balance  of  incomes  on  sea  freight  4-7,536 

3.  Balance  of  receipts  from  port 

fees  and  court  fees  — • — • — — ^ -  11,440 

4.  Balance  of  other  transports  and 

other  expenses  of  the  balance 
of  services--^ - — - — —  11,581 

5.  /  Balance  of  receipts  of  1ns- 

uran'ce  operations  ------ — — —r  5,733 

6.  Balance  of  receipts  from  non- 

coraraerclal  transfers  61,630 

7.  Balance  of  receipts  from  tourism  ;  . 

and  expenditures  of  f oreigners--  29,324 

8.  Other  receipts  — - - i64,959 

9.  Raalizatl.on  of  gold  abroad  — -  52,239 

Total  of  current  items  l84, 804  I,663.,198 

Movetaent  of  Credits  and  Property  Abroad 

1.  Return  (reparatio'hs  of  property, 

existing  abroad  — — ; — - -  71,276 

2.  Balance  of  receipts  of  govern¬ 
ment  loans  - - - - — - — -  .^7,742  . 


O'  f  ,  o 

71,636 

1,834 

15,893 

1,695 

7,090 

33,133 

32.,  375 


Table  I  i  continues 
3 ,  Receipts  of  financial  ofedlts 


241, 


Total  of  the  Movesrtenta  of  Credits 
and  Property-- — - - 


T,742  312^»!50 


Tho  debit  bslance  of  the  movement  _  ,  n?  q-’S 

credits  and  p’roperty - .L,Oof,o^L 


.  Credit _  '  _ _ _ _ 

Cash  payiaents.  of  imports,  in¬ 
cluding  overhead  expenses  for 
tovj-llne  (C.I.F.) 

Expense's  for  technical  assis- 

tanceand.  assembling  - - - 

Excess  of  state  expenses  abroad 

over  state  Incomes  — - 

Interest  on  loans  and  credits 

(balance)  ~ — - - - -  .■-■ 

Other  expfenses  — ^ — - - 

pttx’chasd  of  gold  -- — - - 


1936 


193h 


860,037  l,323,?4l 


23,472 

25,439 

56,791 

53,081 

83,326 

43,990 

61,194 

■451 


Total  of  current  items - — 1  j029»  126  1,512,336 

T’rid  -  credit  balance  of  current;  items— -1, 155, 678  ■  15^., 862 

Movements  of  Credits  and  Property 

Abroad  '  .  ; 

1.  liquidation  of.  state  and  con-  opo 

cessionary  loans - --  ^ 

2.  I,iquldat,lor.  of  fltma  ■  tracte  _ _  ^  ^  ^ 

3.  Reduction  of  obligations  by  ..  .  Vo'nrr,  ov  S06 

short  term  export  and  bank  crvCdrtB-  3a.,oUo 


The  total  of  the  moyement  of 
credits  and  property  — — - 

The  increase  of  cux'rency  cash  of 
Soviet  banks  on  accounts 
abroad------ - - - - - ; 


1,012,638  431,666 


150,732  .  32,024 
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TABLE  II 


TABLE  OB’  THS  ySSH'S  BALANCE  OF 
ACCOijNTTS  PAYMENTS  POH 


ol' 


He oe i pts  Ea 


I .  Trade  Operations 


1 ,  Goods  - 
2 


Gold - - — - - - - - 

3.  Silver  and  other  prec?.ou3 
metals  — 


Total  of  Division  I 

XI .  Services 

k.  dirarisportation  operations  — — 

5.  Insurance  — - - 

6.  Post  Telegraph  Communication  >-~ 

7.  Overhead  expenses  foreign  trade 

8.  Bank  operations  — •- 

9.  Technical  and  other  forms  of  aid 

TO.  Others  - - - - - — - - - 


Tot a'i  oTf ,  DTvTsi orTT 


III.  State  Debits  and  Credits 

Ll.  The  salary  of  representations 
■  and  delegations 

12.  Membership  fees  In  international 
organisations 

3. 

aforoad  -  --■ 

IH .  Others  n 


3.  Incomes  from  Soviet  property 


roiar"o'f"^:visrOTr‘irr 

IV .  Credits  and  Property 

L5.  Cr’edits  extended 

16.  Credits  received  - - 

17.  Interests  on  credits 

18.  Capital  Investment,  purchase  and 
sale  of  property 


Division  rv 
Of  A-ll  - — 

LQ'.'  Change  of  remainders  of  means  - 
Balance  - — ■ — 


The  cited  table  as  distinct  from-  the  USSR's  balances 
of  payments  for  1935- and  1936  does  not  - con tain  the  subdivi¬ 
sions,  .of  the  balance,  paymen 


Its  individual 
both  debit  and  credit 
are  thi’-e©  columns  t 
Since  the  balance  can 
ing 


ts  foi 

0  omp  on  e  n  t  s - - d 1 v i s i o n  s 


the  debit  and  credit  items. 
+  S"' -divisions  and  Items— me.y  be  In 
Therefore.,  opposite  each  item  there 
ceipts,  payments,  and  remainder-^  ;or 
be  positive  as  vjell  as  negative  depend- 


on  which  of  the  following  :pr©aominates-“r3CGipts  or  pay¬ 
ments,  certain  items  of  the  balance  of  payments  can  be 
'active  (credit),  other--pasBive  (debit).  The  same  thing 
holds  ti’ue  for  entire  divisions  of  this  balapca .  ,  _ 

;  Such  str'acture  allows  one  to  see  graphically  the  role 
of  the  individual  items  and  divisions  of  the  balance  pf  pay- 
.ments'ln  its  final  balancing. 

'  ;  'The  methodology  of  the  compilation ^of 
ances  of  payments  Is  based  on  the . scientific 


■?  Cl 
;  Jr  4 


the  account  bal- 
conception  of 
included  in 


It  Indicated  above .  In  connection  with  tl:  ,  _ 

thesm  are  only  monetary  receipts  and  payments  for  trade  and  ■ 
other  onerat ions,  but  not  movement  of  the  goods  themselves. • 
Credits' extended  by  the  USSR  to  other  countries  in  the  form 
of  goods,  and  the  commodity-exchange  operations  do  not  enter 
jnto  the  balance  of  payments.  In  exactly  the  same  way  the 
settlement  of  credits, -if ,  It  is  effected  not  3,n  monetary 
form,  (including  any  cle-arln.g  .operation),  but  in  the  form,  of 
goods,  it  Is  not’ acGoi.inted  for- in  the  balance  of  pajanents . 

Along -with  this  In  the  division  a de  Operations  , 
as  distinct  from  the  statistics  of  the  balances  of  payments 
of  .the  capitalist  countries,  are  shown  not  the  amounts  of 
exoort  and  import  of  goods,  but  the  actual  monetary  reoelpcs 
and  payments  received  and  s-pent  for  goods  purchased  and  sold. 

'under  monetary  receipts  and  payments  Items  it  Is  . 
understood  that  transactions  between  the  USSR  and  foreign 
j?overnmehtE  are  conducted  in  both  foreign  currency  and  in 


r'able  s  whi eh  ha ve  be  c ome 


counts 


in 

ce 


on 
:  ;  The 
rubles ‘ 


.ocl. 


the  ottrrency 
list  m8.rket; 


■internatiionsl.  ac- 


the  \^orld  -  - -  ^  t  ^ 

collated  ac-count  balance  of  payments  are  compiled 
,  in  addition  a  breakdown  is  given  of.  monetary  pe- 
pts  and  payraents  according  to  countries  and  groups  of. 


countries  (sbcialiat  and  capitalist)  .■ 


The  content  of  the  individual  divisions  an 


the 


items" of 

balance  of  payments  are  the  following. _ 

-  'The  division  'Trade.  Operations  'reflects  the  pa-yiaents 
on  the  import  and  receipts  from  the  exported  goods.  These ^ 
receipts  do  not  include  charges  for  freight,  insurance,  ana 
B6rvic8Bj.  'wh.ioh  hsv^'  b’36'n  :  in c 3  uQ0d  in  cn6  pric0  of  th^ 
Bold  under  ‘‘C.  conditions/.  Tiiese  amounts  are 


goods. 


shov^n 


w  W 


under 
-  Item 
;pts  from 


the  eorrespondlns 
2,  Division 


of  division  II  "Services.;' 
Trade  Operations"  Shows  the  re-  ■ 


items 


the  sale -of  gold  abroad,  inasmuch  as 


the  latter 


;3.s  fo-i:*  fell®  USSR,  a  large  gold-extracting  country,  one  of 

1-ts  and  Other  Preoioua  Metals «  , contains  ' 

i-be  receipts"' from  the  sale  abroad  of  silver,  platinuwi  and 
other  metals-  of  the  plantimiw  group.  -  ■  •  „  . 

Under  Division  II,  ”3ex-’Vices*’,  lt5clude  the  i-aoxt 

of  receipts,  and  the  '^credit”  includes  payme'nts  for  trans¬ 
portation,  insurance,  and  other  forms  of  operations  and 

H^tarmpcrtatlon  operations  (item  4) 

■  receipts  for  tha  transport  of  foreign  cargo  ^ 

sei«  ^-"eceipts  froni  embarkation-debarkation  Xafcoi'  and  vh-- 
acc^modatiol  of  foreign  vesselB  In  . 

payments  for  the  transport  ^i-sels  in  ' 

vaqo(=.l<i  and  for  the  scooruodatlons  Soviet  7  . 

en'^^iffr^nr^hs"  rer'^'lnts  and  phYments  for ,  the  transport  oi_ 

cf  .Fses  and  oti  er  LJvices  of  railroad  transportatioti 
fov  the.  transport  by  air,  and  also _i or 
the  GOJianerCiaX  and  technical  accomodation  of  . airplaties  a. 

alrports.^^^  c  >'i-nsurance’u-  reflects  receipts  and  payments 
on  -srsurance  premluras  and  the  psymet^t  of  insurance  iVicemrs 
•ft'-etion  for  lost  export  and  import  cargoes.  „ 

item  6,  '‘Post-telcgraoh  Co™nication  ,  Si.ovm  ^ 
from  the  administrative'  'com^unicar/rons  of  lO..  exgn 
anrpav^entfto  tteae  aaministratlons  for  services 
labor  In  the  Pyt-teleBraph-be  epnc™e 
comiminicatl on,  vessel  radio  exchange  etc.,;  as 
ce'lpts  from  diplomatic  representatives 

mondents  in  the  'USSR  for  the  servxces  rendered  to  .lhn.m  . . 
electrical  coaEmmteation  with  eowr.tries  atorcad.^^^  re- 
Item  7,  "Overhead  Expenses  in  Sorexgn 
fleets  payi^eris  on  -  transport  and  the  storage  | 

L  other  psJnentB  for  services,  ren- 

d.-?ed  to  the  USSR’s  foreign  txade  wganizations  5^ 

■  "  Tv,  IteHi,  8,  "Bank  Operations  are  f 
«p-giiv-«d  and  padd  abroad  on  correspondent  and  ouir.,.nt  a.. 

■  Urgent' deposits  and  clearing  accounts;  co®aissions, 

Se^iJed  an?  paid  on  monetary  transfers  and.  letters  of  , 

saSS'Llm  consumer  : monetary  transfers  V 

as  well  as  the  p\,ir chases  and  sale  of  foreign  monetaiy 

,,okena,  ^  and  Other  Forms  df  Aid",  reflects 

the  receipts  ani  payments  for-  technical  and 
Sid  and  rec^-jved.  Tbrotigh  this  itest  pass  the  receipts  ,  ; 
c??'1he  tuition  'of  foreign  citi7.ens  in  '^SSR  and  the  pay-. 
;^ents  of  currency  for  Soviet  f . 
work  in  establishments  and  enterpriseb  of  foreiai.  star 


Item  10  ''Mlscellarieous reflects  receipts' and  pay- 
Bsents  on  tour  ism  j,  as  well  as  counsular  fees  and  other  re¬ 
ceipts  and  pasmients  on  services,  not  entered  In  the  preced- 
•I'ng  Itemsi 

Itje  Item  "The  Maintenance  of  Representatives  and  Dele¬ 
gations'*,  is  the  main  item  of  division  XXI  of  the  balanc-e  of 
payments  "State  Incomes  and  Expenses. "  In  this  item  ai'e  re¬ 
flected  the  "Income":  receipts  from  foreign  states  for  the 
salary  of  their  diplomatic  avid  other  rspresentatlves  and' 
delegations^  and  in  the  "Exper.se",  the  aalary  of  trade  and. 
other  representatives  and  delegations  abroad,  as  well  as 
expenses  on  temporar'y  coma n'dee ring  of  Soviet  workers  abroad. 

Item  12  of  this  division  includes  the  amounts  re¬ 
ceived  and  paid  in  the  form  of  membership  fees  to  interna¬ 
tional  organisations.  ^ 

Item  13  reflects  the  receipts  fi’om  Soviet  property, 
abroad. ■  '  ' 

\  .  Item  14  "MlsceilaneouB ■'*  gives  the  receipts  of  duties, 
license  and  parcel  fees  and  others. 

Division  'IV  "'Credits  and  Property",  reflects  re¬ 
ceipts  and  pai*ffi.entG  only  on  such  foreign  loans  a'od  credits, 
as  were  gi'ven  or  received  by  the  USSR  in  monetary  form. 

Item  15 'reflects  receipts  and  expenses  in  credits  and 
loans ,  extended  by  the  USSR  to  foreign  states,  and  Item  1.6 
-.-receipts  and.  payments  on  credits  and  loans,  .received  by 
the  Soviet  Union  from  foreign  states. 

.  In  item  I6,  .reflects  interest  received  and  paid  by 
the  USSR  on  both  categories  of  loans  and.  credits. 

The  contents  of  item  18  "Capital  Investment  and  the 
Purchase  and  Sales  of  Property"  at  the  present  time  are  the 
receipts  fi-'Orn  sales  of  Soviet  enterprises  and  property  abroad, 
under  "Income",  and  the  payments  on  the  purchases  of  personal 
and  real  property  by  the  Soviet  establishments  and  ox*ganlza“ 
tlor.s  abro.ad  under  "Expense." 

After  the  addition  of  amounts  of  receipts  and  payments 
in  all  division  and  items  one  achieves  the  total  amount  of 
Income  end  expense  of  the  balance  of  payments  for  t.he  given 
year  on  the  basis  of  which  the  general  active  or  passive  re¬ 
mainder  o.f  th.ls  balance  may  be  deduced. 

Since  the  balance  o,f  payments  for  past  periods  is  : 
alv?sys  found  in  e.q.uilibrl.um  its  indicated  final  balance  must 
signify  a  corresponding  increase  or  decrease  of  the  remainder 
of  reserves  in  foreign  currency.  If  the  income  has  for  a 
given  year  exceeded  the  expense,  this  would  be  manifested 
in  the  form  of  an  increase  in  the  remainder  of  the  foreign 
currency  means.  If  the  expense  has  exceeded  the  income,  this 
would  be  expressed  in  the  form  of  a  decrease  In  the  indicated 
remainder.  As  a  result  of  this.,  the  balance  item  In  the 
table  of  the  account  'Dalance  of  payments  is  the  correspond¬ 
ing  change  of  t'he  balance  of  foreign  currency  means,  which 


the 


ctivrency  in  the 
^  ..he  State  'Bank  and 
of:  the  fernBi'ndors  in 
yQa:r’l'n  o6m9a.ris6n  with 


is  the  result  of  the  lntertiatloha.{ 
for  the  scoount  year h' this  Item  ■ 
as  was  indicated  above j  a  balanc- 


in 


a.re' "Understood  to  include  cash  in  foreign 
form  of  ready  cash  and  In  accounts  oi 
.Foreign '■'Trade  Bank.,  Since  a  change 
the  currency  means  at  the  ©'rid  o.f 
the  .fceginr)ing_  cf  the  year  ^ 
accounts  cn  all  operations 
of  bala-nce  of  payments  1&> 

Ing  view  of  the  fact  that  the  movement  of  oreaits^ 

the  form  of  goods;  as  well  as  the  exchange  of  comrood.*.t:ifcs  - 
-and  oSer  maSations  are  not  reflected  in  the  :account  Da.a  .ce 
of  payments, along,  with  the  latter  a 

movement  of"  predlta  and  property,  appiiosblc  co  tac  acoount 
nf  oaYTC.ntE  .is  coir^pil^d*  ..  .  ,  ;  ^ 

In  connection  with  this  it  would  be  ®5cpedlen  u  vO^eom- 
Dlle  along  with  the  balano.e5  of  payments,  acccanv 
fo^  -the' fiscal  year  with  a  balance  of  movement  ox  cx^ealvs 
ind  proper  ^requtlibra ting  them.  .  They  would  show  a  connec^ 

i-nfp?Spefty  end  the  movem.ent  of  these  balances  through  .he 


current  item.s  of  these  balances  for  a  corresponding  period. 


It  is  also  of  essential  signif 


C B  Vi  OB  i  ,  •  i.  f  ,  O I J  €•' 

show  a  complete  picture  of  the  USSR's  inter'uatlonal 
I'e'ftions,  to  compile  balances  of  xnterria.i.onci..^  deb. 
demands  of  the  USSR  or. the  account  balances  i or 
(beginning  or  end  of  the  ca3.endar  year  j . 


a 


is  to 
credit 
and 
definite 


date 


An  Indicated  above, 


the  balance  of  payments  shows  _ 

only  the  correlation  of  the  country's  ‘a.of-®tary  receipts  and 
acnjsllv  effected  for  the  .corresponoltig  pferxOv.  oi 

tS  ln'iu  ^oSi' of  economic  and  other  tier  flth  foreign 

eo-anlrlee.^^^^^^^  or.e  cannot,  or,  the  baels^of  the  balance  ^  ^ 

^cftbr'y' deiandtlnd  obUeatlona  la  with  relation  to  the 

cutslae  world.  to  this  question  may  only  .be  given  by  the 
bPln-ioe  of  the  1  nternetionaX  debt  and  deiiends .  :  Triis  baiance 
can  determine  the  correlation  of^all  monetary 

•?  ^n<"^  oc  the  country  in  relation  .o  all  uth-r  coun ea  ,*.^8 

regaidlesliofihe  title  of' their  occurrance,  whicn  are  no.. 

liquidated 
Th 


by  the  moment 
balance  of  the 


the  balance  Is 


interns 


oiT.pi'ied .  . 

tional  debt  Includes  not 
and  obligations,,  but  all  P 


nni%/  the  DureJiy  ci'Cdit  dsmsnds  . .  ...  ^ 

perty'abroad.  The  property  o  Sivy 


■o 


in 


other  counti’les 
plants,  interest_^ 
shs.res,  and  the  l.i.ke, 
tai-y  demands  on  these 
countries  existing  in 
gatlcns  with  relation 


in  the  form  of  houses.,  land,  lac "wuj."a.t=.v,  ^ 
in  enterprises,  the  possession  oi  stocks 

are  considered  "co'nditionally  as  rionw- 
countries,  and  the  property  of  other^ 
the  given  counti’y  --  as  monetary  oolx 
to  these  countries.  ,  ,  .  . 


ard 


Tlie  balance  of  international  debt  and  demands,  or  . 
the  account  balance  for  a  given  date  (the  beginning  of  the 
year)  can  be  subdivided,  proceeding , frOrti  the  urgency  of 
the  monetary  deiaarsds  and  obligations,  into  short-term  and 
long-term  items . .  ^  ^  ,  .  '  '  : 

The  structure  and  content  of  tVie  items  in  tne  balance 
of  the  USSR’s  international  debt  and  demands  or  the  account  , 
balance  for  the  beginning  of  the  year  is  presented  In  a 
rather  abridged  form  as  follows; 

TABLE  III 

Table  of  the  USSR's  Account  Balance  , 

(Balance  of  international,  demands  and  obligations 

:,on  X  UanKary__J  '  V;  r.  .  '  f 

Name  of  Items  Monetary  Monetary  0  Balance 

Demands  Obligations  4.  or 


I.  Accounts  of  I'rade  Operations 


1. 

3. 

J4. 

5 


6, 

1: 

Sj^ 


10. 
11 . 

12. 
13* 
Ik . 


15. 

16, 
•L  ,  f  4 

IS. 

19 


open  accounts 
iVdvances:  — 

Unpaid  collection  accounts- 
Uninvoiced  deliveries  — — - 
Others  — - - - 


Total  o.t'“ Division  I;  .  ■  . 

II.  .Accounts  of  Non-Trade  Operations 
Transportation  Operations  --- 
Post-Telegraph' Ccmjm'anicstione" 

Insurance  - - - - -  ■  ■  '  ■ 

■  Othe  r  s  — -  * 

-KTaT'FtnTf^iiwrrr"'’’’ 

'III.  Remainders  of  Means  in  Banks 
'Coi'respondent  accounts  - — 

Current  accounts  and  deposits 

in  foreign  currency  - - . 

Clearing  accounts  — •- 

.OtheraccountB  - - 

■  Foreign  currericy  cash  in  cash 

depart  men  t  -  ~  - - —  - - _ _ _ 

IV.  -Credits  and  Property 
Credits  and  loans 
Interest  on  credits  and  loans- 
Enterprlses  and  interest  In 

companies  - - - - — - 

Property  of  representations  and  ' 

organiastionB  - — - — - - - 

?  t  Q  ob  1  IgA  t  ion  s  -  -  • —  - -  ~  . .  j- _ 


/^/7 


Table  III,  oontinued:  ■ 

:.  Total' of  Division  I?; 

Of  All  - - — 

Not  Included  in  the.  balance  .  ,  .  . 

1.  ijnutllljsed  credits  and  loans 

2.  Letters  of  credit  - - 

3.  Unregulated  accounts  -■ — 


If  one  Is  to  examine  the  table  of  the  account  bal" 
ance  from  the  point  of  vievi  of  the  urgency  of  the  ^monetary 
demands  and  obligations  one  may  refer  Its  .  three  diVlsionp, 
l.e,,  accounts  on  trade  operations,  those  on  non-trade  op¬ 
erations,  and  the  remainder  of  the  means  in  bank, 3,  may  be 


roalnlv  attributed  to  short~te.rm  items,  wher 

.  .  =  "t 


divisiori~-the  credits  anc 


ess  the  fourth 
mainly  to  long-term  itenis 


i  property- -iu«4.u4..y 

In  conformance  to  the  cited  table,-  the  balances  of 
the  USSR's  international  debt  and  demands,  or  the  account 
bal-anc€!  for  the  beginning  of  the  year  .is  composed  in  an  ex 


the  beginning  of  the 

Each  item  and  division  gives  individually  the 


Vhi*-  J*.  -M.  Viif  .  -r  ^ 

due  the  USSR,  the  sum  of  the  USSR’s  indebtedness  and 

passive  bala-nce  for  the  correspond- 

- _ -  -  This  affords  an  opportunity  to  watch 

which  types  of  accounts  and  credit  relations  the  USdR 


for 

tended,  form 
sums 

the  resulting  active  o 
Ing.  item  and  division, 
in 

is  a  creditor  or  a  debtor. 

Accounts  on  trade  and  non-trade  operations  are^in  tne 
main  the  unregulated  short-term  .monetary  demands  ana  obliga¬ 
tions  transitory  from  one  year  to  another.  ^ 

The  remainders  of  means  In  the  banks  In  the  form  01  ^ 

on  correspondent  and  on  current  accounts,  and  on  deposJ:  s 
•in  foreign  currency,  as  well  as  in  .  the  form  e^ 
iii  the  State  Bank,  and  Foreign  Trad®  Bank^f^tke  USSR, 
foreign  currency  pertion 


institute  the 


"-he  USSR's  currency  reserves 


Division'  IV  '’Credits  and  Property"  characterises  the 
Inte '•'’national  credit  relatioiss  of  the  USSR.  3.n  the  Item 
‘"Credits  and  Loans"  under  assets  are  shown  demands  2”  . 

term  and  short  term  loans  and  credits,  extanaed  b-y  the  U.jai:v 
to  foreign  states,  both  in  the  form  S;pods,  and  in  gold 
and  Soviet  and  for>eign  currency.  Under  llabiXitxes  it  gives 
rhe  debit  of  the  Soviet  Union  on  long-term  and  short-term 
loans  and  credits  extended  to  the  latter  by  foreign  governraents 
The  comparison  of  the  assets  'with  the  liablll ties  unoer 
the  item  "Loans  and  Credits"  yields  the  basic  material  for 
ludB'inm  vrhether  the  USSR  Is  at  the  beginning 

ponding  year  s.  debtor  or  credi’t.  country  with  respecv  tooth.,r 

countries.  •  h 

The  acco’xot  balance  is  composea  not  onlsf  in  a  coiiawa 
form,  but  also  separately  by  socialist  and  capitalist  countries 


as  v?ell  as  with  each  li'jidivldviaX  eountr??. 

As  evident  from  what  has  bean  stated,,  tha  advantages 
■of  the  socialist  economy  afford  an  opportunity  not  Only  to 
‘consciously  plan  the  USSR's  future  fcaiancs  of  payments  and 
to  regulate  them  5,.n  the  coarse  of  fulfilling  them* ,  but  also 
to  compile  account  balances  of  payirents  and  aceounte  based 
on  scientifie  methodology  which  plays  an  important  role  as 
one  of  the  itistruiisents  in  the  planning  of  UJJSR's  interna¬ 
tional  currency  and  credit  relaticns. 


CI'lArTMl  X 


IHTEHNAL  SISTLMEI'ITS  OF  ACCOUNTS  MH)  GREDITINS  OF 
FCR;gION  TRADE  OFERATICKS  IN  THE  STATE  BANK  USSR 


Credit  Reforno.  md  B&slc  PriBciple-a  of  Oraaragatlpn 
of  Settlemeata  of  Acoouats  fetsd  Crediting  .tn  the' 
Soviet"  icon omy',  ” 


All~UntOK  foreign  trade  asaooiatlons  are  llnka  in 
t:i'2  chain  of ,  th©  socialist  economj.  Like  other  soolallat 
erterpriaess  they  ars  ruled  by  a  unified  Eat local  econo¬ 
mic  plan,  A.S  far  as  settleants  and  credits  within  the 
USSR  ere  concerned,  they  are  subject  to  the  general  regu¬ 
lations  concerning  settlements  and  crediting  procedure  ■ 

In  force  In  the  socialist  econcroy,  although  allowaac©  Is 
made  for  the  peculiar  character  of  foreign  trafl.e. 

The  present  procedures  governing  credits  and  set-  . 
tlaaents  in  the  soislallst  enterprises  are  baaed  oa  the 
Cradlt  Reform  Law[s©®  notejof  30  January  1930  and  goveruis 
ffisnt  decrees  issued  in  elaboration  of  lt« 

([lotel  USSR  Collected  I^ws,  1930,  No.  8,  A3:’t» 

98.)  . 

Prior  to  this  credit  reform,  soclallRt  enter¬ 
prises  in  the  USSR  had  access  to  two  sources  of  com- 
mercial  credit  since,  along  with  bank  orecllts,  they 
could  use  commercial  credits  extended  by. other  econo¬ 
mic  organizations.  Promissory  notes,  accepted  by  th© 
supplying  economic  organlzat ions  from  the  buying  ecoBO- 
ffilo'organizations,  v?er©  discounted  In  the  banks  by  th© 
supplying  ecoB.omio  organl'isatione'.  Uu©  to  the  existence 
of  numerous  short  term  credit  banks  during  this  period, 
Soviet  economic  organizations  could  discount'  the  promis- 
eory  notes  and  receive  loans  In  various  backs. 

Along  with  the  growing  Importance  of  the  aociai.- 
ist  sector  in  the  Soviet  economy  and  ‘successes  attained 
In  the  planning  of  the  national  economy,  this  commercial 
credit  and  its  manifold  sources  beoeme  an-  Inhibiting 
factor  In  the  smooth  growth  of  planning  in  th©  Soviet 


eCoKoiay*  Ta  st.rcswgit'hen  tsoa-f'li'ja^ced  <®cot3omlc  aotlvltleB 
and  prdmot®  aecumylatiorie  within  Industry  In  all  oecticjns 
of  the  Soviet  economy,  diroot  credit  ties  were  astehlish- 
ad  between  tiie  sociallat  enterprises  a-nd  the  credit  or-  ^ 
ganiaii^tlDns, 

:  At  the  saiae  tisae  this  law  vms  promule&tsd  soroe^ 
speclallsatlotj  had  already  occurred  In  the  USSR  banblag 
systssj.  Under  tbn  1930  law  the  fuEotlona  of  the  short 
terjs  credit-  and  long  term  credit  banks  were  divided,  with 
short  term  credit  operat Iona  being  concentrated  in  th®. 
State  Bank  USSR*  This  ref or©,  completed  in  193^,  bad 
as  its  key  feature  the  abolishing  of  commercial  credits 
and  tho  replacing  cf  them  with  direct  bank  oredits®  .As 
a  result,  the  State  Bank  baca.KS  the  single  sux^pHsr  of  . 
short  term  credits  to  all  socialist  enterprises,  either' 
state  or  cooperative,  for  piirchaaes  of  goods  and  ser--- 
vices.  '  .  ■  ■  . 

The  credit  rsfortii  was  desigaed  to  make  poas ibis 
direct  ffionetary  control,  ovar  the  execution  of  eeot'joaiio 
plans  and  the  building  up  .of  reserves  In  So'«d.et  onter- 
pr.ia5,©s,  la  addition,  it'  provided  an  incentive  for  all 
anterpria©s  to  take  an' inteaa©  interest  in  the  resliza--  ■ 
tier  of  the  .plans,' by -’■imduc lug  coats 'and  accelerating 
the  growth  .of  reserves. 

With  the  abollshffie'at  of  the  coamerclal  credit, 
syste®  all  aettlerafe-nts  between  socialist  enterprises  y 
were  centralised  in  the  State  Bank.  As  a  result  of 
this,  the  State  Bank  beeame  not  on?ty  the  single  .short' 
term' credit  bank  but  also  the  sole  settling  and  caching 
center  in  the  socialist  econotny.  Such  a  complete 
abollafeat  of  coaserolel  credit  and  the  centre, li^atlbn 
la  ft  single  bank  of  all  short  term  credits  and  settle- 
merits,  may  only  be  roaliesd  under  a  socialist  economic  ^ 
system.  ■  ■ 

The  basic  principles  of  the  credit  reform  were 
at  first  seriously  distorted  in  practice.  In  1931,  the 
CosBEunlst  Party  and  t]riegcv®rnEent  took  strong  msasurss  : 
to  put  an  «ild  to  these  erroneous  applications  of  the  ; 
credit  reform  ragulat lope.  The  pi''eaerit  procedure  for. 
settlements  and  credit  operations  is  still  basically 
the  same  aa  that  established  by  the  decreea  of  the 
Council  of  Peonls’s  Coisalssars  USSR  of  14  January' 

1'93I  (Collected  a.931,  Ho.4,  Art.  52.)  and  of  20 

March  1931  (Collected  1931,  Ro.1.8,,  Art.l66*).  k 

The  gas©  is  true  of  the  decrees  of  the  Council  of  .Labor 
anfi  Befons©  of  25  Uu,ly  1931  (Collected  Laws,  1931,  No .46, 
Art.  5lS»)»  concerning  the  working  capital  of  ell  state 


aseoclatlo'nSf  triieta  s-Ra  other  occhoialc  oreaRlsatioaav  ^ 

-.  iiccRrdia«5  to  the  rulf?  oonoerwinp,  th^s  ssttlisg  of 

accounts*  payfflefitB  du®  to  the  aypjilyihg  oreanisatloha 

eould  be  made  only  If  tb©  pfeymsate  bad  been  dnly  gpprofed 
bv  the  purohasinp  eooriOKdc . organ l2;at Ion.  Aoceptenee  of 
a“bilXp  1.  ©.s  'eonaant  ef  the  mxfer  to  the  pajmert  for 
gcocia  ■  shipped  to  bis  addross,  was  aocerdlngly  actaiowl*-' 
«dg:®d  as  the  a&lu  metbod  of  settling  aocoisnts. 

M  to  the  release e  of  credits  to  tb^f  socialist  ^ 
eritsrpriseSf  the  procedttra  required  tbat  the  total 
granted  loans  should  sot ■ exceed  the  llffilts  , Inst  if led  by 
t'he  contracts  oopcltsded,  with  other  ehter-prlses .  In  ad¬ 
dition,  these  oroditB  were  to  ba  pretided  at  the  same 
pace  as  the  actual  exsciitlOB  of  the  eontractSis  I'bnSj, 
the  plan  did  not  autoaiatlcally  deolda  the  .credit . 

Ratbe?Or  it  was  decldod  by  the  degree  to  which  the  plra 
wae  executed.  ■ 

Si,®  following  b£B.lc  principles  were  estaDliebeo 
for  providing  credits  In  tb©  Solrlet  oocriosy?.  the  loan 
sbonid  be  bt'e.  purposeful  aatur a ,  firm  repayment-  date® 
should  be  fixedV  and  the  rsfundabllity  ehd  guaraJitedd 
character  of  tbe  loans  must  be  assured.' 

Interest  is  paid  by  the  Bocialiet  daterpriees  to  . 
the  State  Bank  for  the  credits  granted  to  thdffih  Eut_^ 
th.0  roi..e  of  interest  in  the  Soviet  economy  Is  entirely 
differont  from  Its  role  In  capitalist 'coTjntrles.^  Xatcir-  • 
©st,  serres ,  as,  on©  of  the  tools  of  a  hoa-f  lnanclsl  econo- 
®T „  It  encouragec  the  socialist  enterprises  to  resort  . 
to  th®  State  Bank's  loans  only  Iti  cases  of  actual  need 
and  to 'repay  th®  loans  with  utmost  speed.  ^ 

■f  b©''' State  Bank  was  given  tbe'.r'ight  to  Impoe® 
"eredlt  easotlons,”  :!.■  e.*,  to  take  punitive  credit  mas- ■  . 
sures  against  osrelesa  debtor®. 

socialist  ©rterprlses  were  allotted  working 
capital  of  their  ©wn.  Ihla  was  ?.ntenaed  to  cover  their 
flnanoial  needs  in  coaheetlon  with  tlae  stocking  of  mini- 
ffiim  quantities  of  rat er'lal '  goods  6\jcb  as  .raw  ffiatcrialsj 
©©jal-rochuf aotured  goods,  .finished  Erticlcs  and  goods »  as 
well  an  funds  for  un completed  production  and  ©xpens©®  of 
futur©  years.  '  ■ 

l??hen  such  needs  ©xoeod  tbe  estsblished  liiclts,  ■ 
and  if  the?  are  of  &  provisional  character,  short  term 
loans  su->©  iBsued  to  tb{3  socialist  enterpriaes  by  the 
State  Bark.  Such  crodlts  are  granted  mainly  ip  .oon>*- 
Koetion  with  Invaatments  In  preosese's  of  seasonal  pro-  ^ 
duetion,  accimulation  of  seasonal  stooks  of  raw  materials, 
fuel  and  firli shed  goods,  and  also  In  conneotloP  with  pro- 


/ 

/I 
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vielon&l  investments  in  an  uncempleted 

ISer  temporary  needs  resulting  from  the  process  of  pro¬ 
duction  axid  circulation,  /islde  from  such  provislonx.1 
needs-,  credits  of  the  State  Baiik  may  also  he  used  to 
cover -needs  of  funds  invested  In  goods  shipped  to  the  . 
htiy.er  until  they  are  paid  for,  '  ^  ^ 

Later  on  the  State  Bank  started  granting  loans  , 

to  '  ^9  it!  SOB10  Cll 6 £ij  O'f  ©CCHOlHIO  8-Ct'iA?  i  fej/ . 

which  needed  such  loans  to  help  cover  the  financing  of  , 
periuanent  stocks  of  material  goods.  In  this  way,  ooviet 
retail  trad©  and  heavy  industrial  enterprises  are  pro¬ 
vided  with  worl?ing  oapltal  cf  their  own  sufflolent  to.  • 
finance  the  stocking  of  a  part  of  the  mlnltaum  quantities 
of  material  goods  which  are  In  constant  us©  ,  (about  305?.; . 
T’"©  remaining  part  of  such  stocks  ara  covered  hy  loa'as  ^ 
from  the  State 'Bsink.  I’hls  method  enables  the  State  Banic 
rto  exercise,  through  credit,,  monetary  .control  over  the 
execution  of  the  production  and  trade  plans  of  thesa 
branches  of  the  Soviet  sooncmy,  ’  ' 

In  some  of  the  socialist  enterprlaea  norms  for  ^ 
their  ovfK  work  in  g  capital  were  set  up.  for  each  kind  of 
laktetrial  goods,  !•  ©*9  mlmlmiim  necessary  stocks  of  such 
EiatericO!^  goods  expresaed  %xi  days  and  covered  by  tbelr 
'  own  worktnff  capital,  '  .  '■■  '■ 

Decrees  of  the'  Council  of  Labor  and  Defease  : 
(Sovet  Iruda  1  OberOny)  of  23  July  1931  on  werking  capi¬ 
ta,!  set  up  the  proportions  In  which  the  flnsholal  re-- 
qUlremects  of  the  socialist  ‘enterprises  were  to  be  sup¬ 
plied  from  their  own  working  capital  or  covered  by  State 
Bank  loans.  T'h is  made  pOBalble  the  realisation  of  one' 
of  the  most  Important -nrinclples  of  Soviet  crediting, 
i.  ©;,  firs  repayment  dates  and  refundability ,  and  sar- 
vea  to  define  the 'exact  contents  of  tlae  credit  plans  .:. 
of  the  socialist  ant erpr. Isas  and  cf  the 'State  Bank  It-^ 

self,  ■  ■  'h  ." 

As  a  result  of  credit  reforms  ©.uaborated  xater,  : 

by  decree, ■ the  State  Bank  USSR  has  become  .th©  real  ,  '  • 

clearing  organisation'  of -the  socialist  economy,  the  ,  . 

all-state  apparatus  for  the  control  of  production  ana  : 
distribution  of  products  and  the  united  center  of 
short  term  crediting  In  the  USSR.  -Thus  the  State  Bank 
exercises  an  actual  daily  monetary  control  over 'the 
production,  circulation  sr,d  financial  plans  and,  cor- y 
respondin^fly s,  over  tbs  progrsss  of  reserve  accumulations 
In  the  Soviet  economy,  .  ' 

As  m.ay  be  seen  from  the  aforesaid,  the  Soviet 
system  of  account  settling  and  crediting  la  based  on 
L  '  ..  "  "■  .  '  "  -  : 


soolellat  relaticns'of  pS’6d:«ction ,  apa  '  thex^ef daiaiiOt' 
be  realiKCi-d  l«  asii'  capitalist' eouptry  ,  Tbis' systeia  i'fe’  .  ’ 
one  of  the  moat  important  fiaanoial  ieters  pt^oiiioting  the 
gtrohetharilM,®  a^sA  da^eloplrjg  of  the  Ecolalist  ©eono».y. 


Px'‘-cQ©dur'e  of  SettlJ 
AlaboiaTioae 


ft  Aceoyrsta  bj  Soviet  F^r'e 

BMnliT{i''”^r5rTSc5osf 


Forelgs}  trad®  assoelatioKes  as  well  as  .othey 
goci8.11at  ©ijtaypi'daes  Eot  'f'laanoed  by  th.®  etatej,  :ar® 
aptopoiEOijs  ecortoul©  piits,  -  .Ihej  are  IpdepoRdei^t  legal 

peraoBS  poasesslBg  certain  aaaopnt'a  of  material  axid  paoi®-” 

leary  .funds  which  are  allotted  to  thoro  os  s»  perffishsat  'Or 
proyialesal  basis,  .  '  ■  •  ■  '  ■■  ; 

Foreign  trade  assooiat'ioBS  j  balhg  irdeperdent  Ic 
thaii"*  operations  .and  fihanoln.g#  ar©  solely  responsible 
for  the  .llabilitlea  they  take  upon  theffiS0l%'©9  IB  taeix'  , 
deallBgs  with  other  seclailBt  ©nterprisea  or  fO'relga 
firms  or  organ isiatl on s»  .  At  the  sam©  tlaj©;^  they  are  re»<> 
spotjsibl®'  to  the  Soviet  state  for  the  e^ecsutioa  of  their  ^ 
eooao®ic  tasks  i  This  .©oonoBte  iMe-pordenc©  of  the  SoTiet 
Pon-»flrsaeed '  ©nterprlse®  s  ,to  which  category  for© tga  trade 
assoelatloss  belong*  Is  express ed  In  tb©  fact  that  they 
h»,iFB  the'lr  own  balaijoe  sheets  and  their  own  financial 
plsns,,  ■ 

.In  order  to  execute  the  foreign  trade  tasks  they 
ai’©  entrusted  with  the  .foreign  enter  ' 

Into  ecosoffilc  relatione  with  other  Soviet  Boolallet  <sn-> 
terprlees  *  svspnlyiag  them'  with ;  import .  goods  or  .pnin'shae- 
Ing  fro®,  the  export "'.geod.s ,  ' ..Set tlementa  of  accounts  re-  ■ 
snl'ting  fro®  .these  traiiBactlona*  which  take  'place  within 
the  Soviet  economy,  are  subject  to  the. general  proo ad- . 
urea  in  force  in  the  0SSH,  , 

.'^  Sattlesoats  of  foreign  trad®  asseciatlons  waj  be 
divided  into  th®  following  groups  s  those  with  Soviet  ;. 
eustoraer-coKsignors  and  buyers  of  iaiport  goods,  with 
Soviet  suppliers  of  export  'goods,  with  off ic ©a  and  agen¬ 
cies  of  some  associatlona  transferred  to  a  noh-f Ine.acod 
basis,  with  transport  and  Insuranoe  organ iB&t ions,  with 
the  Ministry  of  F in an o®  USSR,  and  with  th®  State  Bank 
USSR,  1.3  a  result  ©?  the  credit  refer®  all  sett lejaente 
betwe®  sool&llat  ©nt©r'prisos,  wlth  th©  exception  of^ 
those  of  aahll  amounts,  are  effected  tlirough  the  State 
Bshk  on  a  no-eash  baste  by  tb.®  tx^'ansfer .  of  corresposiding 
RilonatE  froBi  the  eettXeaent .  account  of  on©  .©conomic  ©r- 
garlaatlon  to  the  'e'ettleffient  aoaoisht  of  another,  •  ,  ■ 

Settleffisnts  made  through  the  State  Bank  apparatus. 


r  ;  1 

froai  the  3t(5ndpo2.fit  of  their  teoholquos  and  oondltloaa 

may  be  further  divided  iato  iu~citjr  and  out- 
..  ,oi>»cit'y  ,grou|>s,  The  baeio  foras  of  the  oat-.:ef..oHT  set- 
tloffiohts  at  present  are?  oolleotlon  of  paviaeht  .oiafasi' 

letters  of  credit  and  epeoial  aaocunts. 

-The  meet  >:ia©ly  used  tons  tf  Settling  between 
:  oovj.©t  tooncmlG  organizations,  the  oue  which  Is  a3.so  : 

^  used  by  the  fore ign  trade  assoeietiont  in.their  dealings 
wit'h  Bupplisrs  of  export  goeds  and  oustojaers  and  fcii'rer-s 
Of  iBport  goods  ai'©  solleotlon  bills  „  The  peoullsriif  ;  ' 

or  this  foris  of  aettlixig  la  in  the  fact  that  the  oo«t  ' 

,pf  goods  or  ser^fioes  rendered  is  paid  by  the  buying  or-^ 
gaalsatlon  a.t  Sts  lOGation*  .2n  this’ form  of  settleaont , 
.p®'J®©rit0  for- goods -or  services  rendered  are  njado  after  : 
aiseeptanoe, ^  1 ,  e,,  after  the  supplier's  paymeat  clalia:  la 
^uly  consented  to»  .  This  for®  of  s®t-tii.ng  ©stabli-SheiS! 
uiraet  relations  .betv;'6ea  supplying  organisations  and  ^ 
buyare.  It  enables  the  buying  organ lsa,t Ions  to  chGcK 
OQ  whether  the  suppiler  does  duly  osrry  out  his  eaaaf'^o-' 
Uisnfcs^.  liils  In  its  turn  stijaulates  ths  supplying  party 
to  take  oc/hstant  care  of  proper  quality ,  duo  quantity 
©nd^^the  right  tljse  of  deliver  of  iita  goods,  ■  ThiiSji  the  ; 
coiaectlon  bil3.  systs®,  of  settling  promotes  the  strongt-h’- 
:es..ng:  of  the_  iiOE«f  inarjced  organizations  in  the  Soviet  ' 
econoffij *  ■  ’ 


.  -  ^Tl.te  technioal  procedure  for  the  collection  bill  . 
form  of  settlements  which  was  introduced  by  the  State  : 
uaub  In  193o,  is  as  fol?i.ovr3.  The  supplying  oi^ganlzatlon 
d©l^..yer3,  to  the -agency  of  the  State  Bank  It  Is 'dealing  : 
with*  .a  date  of  :ptijCi.snt  fo.r  the  goods  shlpnad  to  the’'  ' 
buyers  .accompanied  by  the  in'roloe,  Garg©  sieMfests 
are^^Kalled  by  the _  supplying  organization  directly  to  the 
DufAng  organization.  The  agency  of  the  State  Bank  at 
the  ,locatlo.n  of  the  supplying  organization  mails  the 
.oxalic  OA  payment  with  all  the  pertinent  do-ouaenta  to 
tae  agency  of  tha  State  Bank  at  the  location  of  the 
buying  orgaaizatlcK  ,or’  psyo.?,  for  collection,  Iha  e- 
geiicy  of  the  State  ‘Bmk  at  the  location  of  the  buyer-: 
payor  ac.viaQS  the  baying,  organ  last  lea  about  the  arrival 
ox  the  •claim  for  peyaent.  Aecm'dlng  to  the  procrr!ura 
whxoh  operated  until  lo59,,  in  the  caa^a  of  out-of-eity  ^ 
settlements.  If  the  buyer  accepted  tha  payment  claim,  he 

payment  wlthi.n  10  days,  .to  the  agreoy 
of  tne  State  Bank  with  t.*hlch  ha  %me  dealing!  Sine© 
the  buyer  was  gteoivthre©  days  to’aCoept  tho  payment 
elElm  there  wras  thus  a  seven- day  period  batween' the 
jaccepting  of  the  clalEi  end  the  paying  date. 


rs20S  * 


^  X  January  1959,  Ib  order  to  adcalor- 

at©  the^Bit-tioESKt  process  ;'b@tv©-3i:r  ®at#rprj.aes,  .orgaal-^ 
zatlons  afid  state  lUBtitotions,  the^^aboye  ■meotioned  days 
©f  srr-arse  -^ere  - abollBb©a«  -  payffieot  of  Olils  i  ci&rsia  cf  ^ 

S'rvSWt)  in  oyt-of-c.ity  settleseots  for  goods  or  services ; 

ronderad.  Is  now  made" wltMn 'the  pehlod  estabilah^  for 
aoceptaroe  of  hills  (claims  ©f.  paymest  y  that  Is, 

'/jhanFlng  the  i^oneAur®  iis  fore®  tsht  11  1955,  clalwe 
of  pa-ymont  received  hy  an  ©ooromlc  ot6®hi2.at*oii^^huj£r  ^  o 
now  paid  by  way  of  tha  eo-c ailed  ’negative  or  Si..en- 
aoDoptatrce.  fhis  means  that  if  the  buying  ocoriomio  o,  * 
j3;anl'7.atlon  dOBS^  not  d©ela,re  Its  refusal  cf  soceptance  to 
the  State  Bask,  ''the  latter  will  oonsiaer 
payicent  as  accepted ,  and  at  th© '®xpirauS.ors  o.*  the  Ij.x-cd 
period,  will  wrlta  off  the  correepondlng  amopt,  from  ,  ^ 
the  settleto^'nt  aoeount  of  the  bxiy^^r ,  ana  It  to  th- 

supply ing  economic  organlpatlon,  ■  BwyiaE  econcmilc  orpa™ 
last  ions 'also  have  a  right ,  of  P«t  ifl  ^€^ptanoe.  ^  _ 

suffieiont  reasons  must  be  set  forth  for  both  rerusal  Q^t 
acceptance  or-  partial  ■aoceptaBce,  ■  '  . ,  .  ;,  ,  *  ■ 

Foreign  trade  sasociat  Ions  have  xhe  right  vO  i-fe™ 
fuse  acceptance  of  a  bill :  la  th©  followlRg  olrcuraataTscas: 
If  the  ola5.3!  of  payuient  refers  to  goods  for  which  no  for~ 
rsal  order  was  made  out  by  the  f or olgn  trade  aasooia^ionj 
If  the  p-oods  were,  already  paid  for?  If  the  p^J- 

ffisnt  1 8 '"not  accompanied  by  the  documeRts  referreo.  fco  -.n 
the  order  and  whulch  are  necesaary  for  sottleaeiu  ana.  ao- 
ceotarscoi  If  there  are  contradifctlors  batveen  the  Dill 
end  tba  attached  'dooiimeTita  |  ox^  if  .the  -goods  were  saipp^a 
to  a'wroiig  Seat Inat ion,  :  Pirtlal  aooeptanc©  of  a  cxalji 
of  paywent  maT  be  ffiaS©?  when  the  prices  of  goods  -.or  lor^ 
service®  rendered,  charged  by  the 

©re  In  excess  of  those  previously  fixed |  qmBtaiea 

of  the  shipped  goods  exceed  _ those 

long  with  tlie  goods  ordered,-  other  goods  which  the  orde.. 
did 'not  aall  for  were  shi|>pedi  of  wheri  ■  calculation  er¬ 
rors  appear  la  the  slalm  of  payneat^or  la  th®  ^  . 

Letters  of  credit  and  special  accounts  as  fOA ms 
of  sottleBont  'differ  from  &cc©pte.noes  in  : 

for  goods  or  services  is  effected,  at  th®  locality  o.^  th© 
supplying  csonomlc  orge.nlxat ion .  *«„ 

letters  of  credit,  th©  buying  ©ocnomicorganljat ion  is¬ 
sues  a  comEeroial  letter  of  credit  or,  whose  avrength  the 
BMmoY  of '  the  State  Bank  at  th©  Icoallty  Ox  a  supplier, 
pays  the  supplier *a  bills  covering  goods  ahippad  to  th© 

L  ' 


bureJ"*  ^-1-3  fora  is  advaritageous  to  the  auppller  bec&tjae 
of"  the  imiedlat©  rkjmept  for  their  goods  which  follcws 
nros'entatioa  of  all  doowEeota  required  by  the  terms  of  _ 
the  letter  of  eredlt.  :  ihe  disaduantage  of  the  letter  ox 
credit,  as  wall  aa  of  s-neolal  acoourts,  lies  In  the  fact 
that  they  crfteri  lead  to  &  diapers ior  of  working  capital 
of  buy  log  eeohoffilc  organlEatlons ..  Besides,  the  bu^er 
cannot  exeroloe  control  orer  the  proper  orecutlcnby^ 
the  supplier  of  his  engareiiJOiits,  and  the  agency  o>-  ' 

State  i&Kk  dealing  with  the  supplier  Is  net  H'i  a  position 
to  follow  all  details  of  the  transaction  between  the  , 
e\ipplylnE  and  buying  ecoxioalc  organlziatlons,  .  :  ' 

0p0cl^.l  acocut3!t  soTBe  BiniiX&rlty  to  ta^  ^  : 
lettOT  of  credit  form  cf  eettlement  arid  is  uataally  used 
to  two  eases  i  when  the  buyer  has  to  roake^  settloffierita 
with’ sc'^cral  suppliers  located  In  one  city,  or ' whoa  long 
term  ecottoaic  relations  are  eotabllslied  with  oEe  sh'p-  ; 
pller  .  The  special  account ,  as  well  as  the  letter  of 
ereclit,  .reducoB  the  possibilities  for  easy  aianeuverirg;  ; 
of  biijing  ecoaotiie  organisations*  working  capital. 

**  Litters  of  credit  and  special  accounts,  ai'e  not 
usad  In  settleiaemts  of  accounts  for  import  goods.  Al¬ 
most  all  settlements  to  Import  trsnsaotloKs  are  ©ad© 
by  co3  lection  l>ills.  In  settlements  for  eseport  goods  ; 
letters  of  credit  are  likewise  ransly  us.ed,.  Special 
accounts  ai^’e  used  by  fort4.g«  Srada  asgociations  whori  , 
set blemoate  are  made  “In  ports  with  meny  different  atip-  ; 
pliers  or  repeated  settlements  with  on©  eijppllor. 

la^clty  eettlements  between  socialist  enter-*  ;; 
prlBoe  are  Esdo  aa Inly  by  R^eans  of  claims  for  paytuent  ; 
to  be  collected cheeie  for  settling,'  and  psaymonts  by  ,  v 
eommlBSloxu-  .  Eioae  forffi:s  of  settlement  are  used  by  the  ; 
foraS-gn  trade  assoGlatlons  too,  •  ,  ,  .  ,  L' 

.."  Collection  of  the  psymsat  claims  through  the  .  I 
Bttstej  Bank  Is  the  basic  form  used  in  In-olty  sattle- 
sients.  Like  In  evt-of -city  .settlements ,  In  order  to 
settle  aocounts  in  this  form  the  aupplytog  organ  I nation 
issues  a  claim  of  payment  to  the  buying  ©conomic  cr- 
ga.hlsa.tlop,  Tills  payment  clala,  accsompanlGd.  by  the 
bills  Rud  other  hecsssa.ry  .documents,  is  delliferM  to 
ih©  Statf©  l?k‘nk  for  collection.  The  State  Betik,  tor 
%%&  turn,  ad-^lraes  the  buying  economic  crg^aiiizatloh  of 
their  arrtoul.  '  The  latter  is  .roaulred  to  make  paym'Ont 
■Within  two  days  after  the  arrival,  of  the  claims  at  the; 
State  'Bank,  ^‘Hogattoe*^  and  ’*sile,pt”  acceptanoes  are  ; 
used  here  too.,  ■ 

In  ir*— city  settleoients,  amounts  under  100  rubles 
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r  V  i-n -cash  (mly/  8et4Xe»e«ts  for  &momtB 

frostlOO  to'*’l',o6o  rubles*  may  bs  madeJ-K  , 

for  settleaeBt,  or  pajEoats  :.|^‘ 

orPnt.s' ■excaPfiinp'XsOOO  rubl&s  (sometimes 

9«f5  dsi^vereel  for  colleotion  to  tae  Staio 

Sir  iSMlfo^ar/  i  aooo  ty  ohooss  for  oettlo.=.oot 

.  “■  through  payoont  by^oo^ 

mission  ar"a  used  in  In^^clty 

of  the  bill  is  staall  or  ’/«h©n  shipping 

ftd  to  the  buTer  or  consigner  hay e  not  yet-  ari-l\ad.  lu^, 

alfJiioo'SSoan  th. 

Esnt  by  cofflffllsalon  lies  In  the  fael  ^  L.  : 

Bottliont  Boy  l»  issuod  Sfd  chto/ls 

the  balance  in  th®  account .  IsauAKC©  oi  a.  oc-.a  c 

■  '  a  nrosQcutabl©  offensoo  -  v-  <eotirtid  to 

^  payment  by  commlBsion,  however,  may  f« 

the  sunnller  in  payment  fer^goods,  ^  Xn 

does  not  haye  a  sufficient  balance  in  ^^:::  J; ^ 

cases  the  State  B<ank  accepts  the  pa^rient  by  com 

mission  for  executloti  ,  and  pays  ' 

exlBtlng  priority  rules  as  the  setc-lement  accot^nt  i.. 

supplied^witlmfu^ds.^  the  foreign  trade  assoaiatlons  _ 
v’-ith  o^'her  So’/i'®t  orsan illations  and  foreign  t  ^.rma  axe 

executed  "through  the^isettlement  accounts  opyxed  for 

in  the  State  Bank*  In  order  to  put  these  settlement., 

in  a  •croner  nei’snectlves  considering  the  pecaiiar  con- 
fo-ielpn  trade,  when  it  Is  found  e,podlenty 
accounts' are  opaaad  for.  the  foreign  trade  as- 

sSclaiioS^aiSe  wlthlhe  'a 

Sceclal  accoimts  are  in  tended 

hettar  oiatrol  hy  the  State  Bank  over  tneBOTenent  of 

fSIm”,  to  ?h3  aoeoutit  Of  state  haaget  lnoo»,  or 

for  future  remittanoss  to  the  torel-yci  supp— y  " 

b?nn^  f  iJms  so  as  to  co^er  comirisrcial  or  credit  lia¬ 
bilities' of  the  associations.  Settlement  account 
the  foreif^n  trade  associations,  as  well  as  1-ax. 
ttiC  cntrrp<^  'Or  the  State  Bank  In  rubles,  e'5'su 

counts ,  are  enittiau  u^-  t-ut,  «™r,,-.r.+  a  AntisnAd 

if  4  s  accounts  reflsot  tha  movement  of  amount  a  enttei..a 

or  ‘f ;  In  addition  to  the  main; 

sctt3em4t4ccount,  the  foreign,  trade  aosoolations  may 
,  4.4  "special  accounts  for  settlements  v?ith  Sfepa.ate 

I  . SoTiet"  suppliers  of  export  goods. 
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.  acoOvSttts  are  dpari^d  by  'tli©  State  S^ak  '  ■ 

for  fetieb/ sja^port '&st0oia.tl{>i'iis,*i?)'h5Leh,j  0,3  for  ©arac-pls,  iEac- 
portles  ■  l^ori)  ba'^'o  long:  torsi  bus  Is  ©sa  re-  y': 

lat?.c®s  vltb  oertaib  suppliers*  Syppllers  dellt-er  tli@  , 
goods  to  the  offices  of  those  asaooiatioiss  lb  SoTlet  .  1 
.ports.  SattleKebta  with  theai  are  made  by  s« oh  offloes  ^ 
Ob  the  spot  from  the  speot&l  accobuts  opened  1b  th©  »e®e 
of  assooiatiobs,.  these  latter  empovmrSng  , their  off  lees  : 
to  .accept  supplier’s  claims  of  paymetit  to  be  paid  from 
tbs' epee ial  aocouuts. 

■  111  additiob*  tbs  foreign  trade  assoclatioBS  ra&j 
ha*'?’©  blocked  aocotrats  for  export  operetlous  which  re-  - 
fleet  ai<?aKce  psyaents  ia.ad.0  by  foreign  buyers. 

The  foreign  trade  aseoolatloria  deallKg  in  import 
transactlors ,  In  addition  to  a  main  settlmcist  aecou  .t,  ^ 
also  bare  epeoiel  accounts  which  reflect  th©  oustoas  re- 
Teauer®  which  ar©  later  transferred  to  the  accotmt.  of 
th®  Hlnlat-ry  of  Ftasnee  USSR*  ard  also  special  blocked 
accounts  for  import  operations.  .'!fhes©  latter  reflect  : 
the  mo^etaont  of  amounts  received  from  Soiriet  oustowsars 
and  buyers  (consignors),  but  not  yet  reaiitted  to  the 
foreign  suppliers. 

It  sbouM  be  noted  that  the  foreign  trad©  aasoc- 
latlons  ueallag  in  both  Import  and  export  operatlonsy 
.have  only  CKQ  rlsln  .settlement  account  in  the  gitate  Bank. 
It  reflacta  receipts  snd  dlabursements  of  their  own  : 
working  cepltal,  end.  payment  of  wages,  Gommissions  Of 
the  assoolatloKS  for  tha  entrusted  "import  operatloaB  ■ 
and  other  amounta  are  also  entered  in.  this  m&on  fc. 


:  In  oax>5 tali 0t  economy  bank  oreditJ-ug  of  com»-'  i 

.msrcial  and.  industrial  onterpr5i.se3  and  of  foreign  trad©' 
operations  is  epontaneous  and  UEplatiRed,.  But  in  th© 
USSR  credit tog  of  the  production  processes  and  tba  cir¬ 
culation  of  goods  ( f or algn  trade  operations  included)  , ; 
is  all  isubieat  to  a  plan.  ThivS’ j^an  is  Included  in 
the  State  Bank’s  credit  plan  which  Is  a  part  of  the 
national  ecohoroic  pier . 

fhe  baalc  .principles  of  eradltiag  of  socialist 
enterprisea—ftxed 'dates  of  ropayraont ,  raf undability , 
psrrposeful  nature  of  the  er  edit  lag,  atirailabiM-ty  of  . 
guareisteeE  in  the  orm  of  matortal  goo«is— are  also 
applied  to  thrsf  loan.8.  .©xterSed  by  the  State  Bark  to  the 
f orolgn  ■  trs/d©  aBsoclations, 

L" 


HowcTei's  th®  forms  &n&.  conditions  of  the  State 
B8mk*s  credits  to  socialist  enter-Drlses  differ'  for 


ions  ■bi’aiichcs  of  the  SoTiet  ©coconij 


of  ffiatertal 


good 


for 


■coTaffloditf  clrculi 


flisse,  differences 

^-^"detsrained^by  the  fact  that  the  State  Bank  tries  to 
take  into  Gonslderatioh-  the  specific  features  of  eyei-y 
e±^m  branch  of  economic  aeflklty.  '  vn 

The  State  Eanli  makes  the  follov? in g  loans  amallahle  _ 
to  aconOffiiO  organizations  carrying  on  thep  aotiyitles 
ftcleiy  wlthSn  the  USSR's  loans  for  seasonal  aceimulatlottS 

loans  for  seasonal  exponsesj  loans- 

_ _ _  at  loo  s  loans  for  goods  under  ship- 

and  other,  protlslonal  needs.  In  loans  to  socialist 
enterprises  granted  for  purposes  of  soasonai- aocuffiulas/lons 
of  ooETO-odltles  and  aaterial  goodsl  seasonal  expenses 
and  eoiRmodltv  circulatiori,  crediting  may,  be  extended  only  , 
to  the  cossmodlties  ^.and  material  goods,  expenses  and  stocks 
■of  ooOTriCditisB  Ira  ^  which not  c^eTi^d  hj 

the  ujorklng  capital  of  the  enterprise  in  question. 

fill  the  eiid'of  1939  this  rule  of  crediting  was 
also  at)pli.ed  to  the  forelgjs  trade  assoolattons.  Ee- 
ginning  with  the  end  of  1939,  the  working  capital  of 
fivch  associatio'ns-was  no  longer  required  to  be  used  to 
help  finance  their  import  and  expert^  operations,  1-'“’^ 
for  such  operations  are  granted  to  the  sssocia^ions 

...  A  ^  .M  b  '  At  4  A  »  ^  ^ _ ^ 


vrlthout  limits  to  the  full  extent  of  commodity  otreu- 
Istion,  but  within  the  limits  of  the  total  amoust  of  tb© 
for ai«i  trade  credlta,  as  approired  by  tb@  .:got'erimeat  Sh 
rhe  credit  plans  of  the  State  Bahk  USSR, 

.  Th©  fact  that  £ill  requirements  of  associationa 
for  export  and  Import  operatl-ons  are  fully  guarsmt  ©ad 
by  State  Bapk  credits.  Is  One  of  th©  5.ffiportsnt  peculiar¬ 
ities  of  crediting  of  foraign  trade,  aa  compared  with 
that  of  other  branches  of  Somlst  economic  activities. 

At  the  sama  tlm©,  these  unlimited  credits  for-  foreisn 
trade  make  even  more  effect  it  e  the  State  Barik  s’ 
tary  control  ovei’  mov -aments  of  Import  end  export  goods 
and  amounta  under  settlexsents ,  as  -well  as  flnancla-l  and 
©eoDonile  activities  of  the  foreign  trad,©  assoclatlona^. 

•  V«orkirg  capital  of  their  own  is  used  by  the  for-» 
elgn  trad©  assooiat ions  only  to  cover  such  items  as  the 
remaining  parts  of  the  packing,  avixlliary  -  materials , 
spai'e  parts,  rubber,  fuel,  5.nfla!5mables,  lubricating 
materials  and  other  prospective  production  supplies 
and.  expensas.  ,  ■  ■  ■  , 

Crediting;  of  QXj5orl._aper,a^,oi,aJ>]LJ:k^^  • 

Credits  of  the  State  Bank  for  export  -operations  are  In¬ 
tended  to  suprly  the  foreign  trade  associations  v<ltA  vhe 
L' 


funds  they  need  to  pay  for  goeda  they  rQe.©l;9‘d;f or.  riKport, 
until  the  aalee;  earninge '  sre/recsived  frotrs  .the  foreign  : 
buyers.-  lb e  reed  for  export  credits,  by  'the  foreign  trade 
assoclat-lona  depends  upon  the'  coPditlona  under  whiob  the 
ex]Dort  goods  are  delivered  to  the  assopiaitlon  by  the 
Soviet  supplier,  the  tsrcis  of  rsettleinsKt  with  the  latter, 
and  also  the  terms  ,of  supplying  and  sett  lenient  for  the  , 
goods  with  the  foreign  buyers  (F.O.B. ,  F.C.R. .border 
station,  C.I.F.,  eto.-';  letter  of  credit  or  billB  for  ' 
collection) ...  .  '  h  ■ 

:  me  ffial.D  binds  of  State  Bfa-ak  loan  a  used  by  .the 
■foreign  trade  asaooia.tlor>  for  ex-port  operation  In  1940'- 
1955  were  loans"" on  export  goods  in  the  USSR  and  loans 
on  export  goods  shlnped  abroad  (export  loans)®  The  me.rl?:”' 
ed  incraase  In  the  USSR* a  forpign  trade  turnover  after 
World  War  II,. as,  well  as  the  strengthening  of  financial 
end  00 onoffilc  discipline  In  the  work  of  the  forelgn^^  trade 
sasocl&t Ions ,  made  possible  ted  expedient  the 
fl-catlon  of  the  State  Bank’s  for® Igri  trade  crediting- 
systevi.  Since  the  beginning  of  1956,  orefiltlng  of  ex- 
pox't  operatlore  has  been  through  .one  type  of-  credit  in \ 
the  form  of  a  special  loan  account  on  export  op6.ratlc-n.a, 
thus  differing  fi'ora  the  for^sar  procedure.  Moreover,- 
the  assoclatiars  settling  tholi''  aoeounte  with  Soviet  p 
suy^'liera  of  the  export  goods  In  the  fOT'fis  of  lettsrs 
of'cre-dlti  or  special  sceduhts,  rsoelve  from  the  State  ' 
Bank  loans  for  d;he  issue  of -letters  of  credit  and hspec™  , 
lal  accounts,  on  terms  oomaion  to  -all  other  socle  list  ©» - 
ts.rprl3ea.  Tney  also  recGlva  loans  on  ooffimon  torma  on  . 
the' basis  of  documents' concerning  settlements  uhdeinfay  . 
vlthtp  the  USSR  In  connect  ion  with  goods  withdrawn  fro® 
export .  Pi.n ally ,  ,  the  foreign  trade  associatiora,  se  '1; 
well  as  other  econosilc  organ laat ions ,  receive -loans  for 
the  payaent  of  checks  wrf.tten  on  the  unliraited  checking  acco’unt 
..for  settlement,  of  accounta  with  ti-ariBport  organ-’' 
ia-ft'tlons.  ■  •  .  r  .  -1  .  ^  ' 

.  .The  only  peculiar  feature  Is  the  croditing  of 
the  f  ore  Ign  trs.de  ass  eolations  In  the  .form  of  £-.picl&I  ' 
loan  accoilrsts  .on  export  operations,  which  were  sub-  , 
atttuted  for  the  two  kinds  of  export  loans  In  us©  be-  , 
fore  1956.  .To  open  ©  special  loan  account  for  export  i  ' 
operations,  the  foreign  trade  assoolstlons  must  submit 
to  the  State  Bank  a  .forraa,!  obllgatlori-appllcatlon. 

hBy  this  obligation  "©poll  cat  ion  the  foreign 
trade  assooiationa  iran-sfer  to  the  »5tats  Ea-nk  In  pledge  ; 
as  a  security  for  the  credits  obtained  by  the  speoial 
loan  account,  all  0xpo,-ct  goods  they  h-av©  within  the  USSR 


“1  ■ 

^  or  abroad*  or  on  the  abroad.,  as  well  as  their  claims 
on  forel.'sn  buyers*  .  At  the  sams  tifflo,'  the  aesodlations 
assent'  to 'an  afsreeinest  that  all  smouhts  iii  thsir  fa-vour 
accruing  from  tb®  sales  of  export  goods  or  tor: services' 
rendered  to  It^s  torelgn  oorrespoMents ,  ana  entered  'In 
the  USSR  State  Bank’s'^acoounta,  will  be  placed  at  the  : 
ocmplete  disposal  of  the  Sts.ts  Bs.nk.  In  the  eama  applJ“ 
cation  the  associations  concede  to  the  State  Bank  the 
»  right  to  deduct  from  the  settlement  acooffi^ts  of  th®  a.s«; 
societ-lons  the  amounts  due  to  the*  State  Baiik  for  r@“ 

•Deymerit  of  credits,  '  : 

The  State  Bank's  crodlta  to  the  foreign  trad© 
associations  b/  special  loan  aecoirnts  on  ejtport  trade  . 
operations may  be  granted  for  the  following,  purpose-s s; 

,  1)  For  payment  of  settlement  documents  (b«p»> 
pllsr's  olalms  pf”pay0i€nt),,  ana,  overhead  expenses, on 
exports  made'  in  the  UBSH  or  abrosul, 

2)  For  payments  of  the  debit'  letters  of  advices' 
from  th©  banks  '  of”  the  countries  of  the  socialist  cariip>,  -' 

■  In  connection  with  uhcoffiplstsd  settlements  for  export  ' 
goods j  due  to  the  elaims  from  buying  ox'-garslEatlons  to  . 
these "ccuntrles  fes'  refunds  of  the'  amo'unt  of  bills 
for  co3.1action  paid  by  thsm  which  they  do  mot  aokmoi^iadge. 

3)  For  payment  of  debts  resulting  from  the  loams 
on  import  goods  turned  for  re-export, 

4)  "por  p&^mant  of  the  loans  on  letters  of  cred¬ 
it  Issued  for  aettlersert  with  Soviet  suppliers  of  tha  ' 
export  goods,  and  also  payment  of  debts 'on  loans 
grs,Dted  for  the  opening  of  epecial  acooumtse.-  ' 

Special  appllo®.tlons  to  th®  Stede  B'ank  are  hot 
rcQulred^f-roffi  the  ■associations  each  time  they  receive  „ 

'a  separate  loan  for  a 'special  loan  aocount,  •  ; 

■The  majority '  of  the  loans'  do  not  require  obli-,  . 
gat Ions  with  a  fixed  date.  However,  some  separate 'cred- 
:  Its  on  special  Idem  account  for  export  operat ions'  are 
granted  only  for  some  fixed  testris,  ,T'hvs,  credits  .oh 
export  goods  to  U&SR  warehouses ’'are  grantsd  for  terms 
no"  longer  than '  tlaf'es  months If  such  gooda  are  ©ar- 
ffia,rk0!?.  "f or  s'blpiaent  to  th®  ¥eat.  Goods  earE9.r'fc©d  for  ' 
shipment  ot  the  Ss.et,  as  well  as  the  export  goods  of 
the'" foreign  trad©  aBcoclation  "Export-les’*  (Lumber  'Ex-  ■ 
port),  Irrespeoltve  of  the  country  of  deslaat'lon,  are 
credlred  by.  the  State  Bank  for  terffi.a  :«p  to  six  menths, 
CredltG  for  ■  compars.tlvel;f  .long  te.r'ffis  are  granted  by 
the  State  B.a,i5k  on  goods  to  USSR  warehouses  only  v^hers 
the  government  has  ""granted  cpeclal  pes'Eilssloii. 

Ih  cases  of  expert  goods  shipped ’.abroad  without  , a  J 
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fowai'^d  consigttfflerjt  comtracJt  to  ba  oiferod  for  a^le 
Korol? buses,  and  goods  ooM  oa  Opea  aeeouni.,  terij^s  or^tne 
loavjs  s.re  flsced  in  accorfanoe  \.d.tb  the  tersis 
In  the ' corresponding  contrecta  vrlth  buyers,  Xr  no  lixea 


ter®  appears  in  the  0ortra.ct  loans 


grant  ®d  fo.r  a 


tero  not ■ex.ceecllHg'  1  year.  ;  h.,-  ^ 

■Loans  my  be  granted  for  tenas,  up  to  -^“5  ■ 

015  indvstr  0quix5^‘iSi^^.t  slilppod  abt^o^d  from  fh-e  U£u/.^  >fO 
oanltaltst  countries  on  consJgnraopt.  In  the  case  o,t 
gccds  shlp-s^d  abroad  without  a  forwarding  contract,  or 
^with  a  fo^'arding  contract  but  with,  sett  lament  by  a.a  ^ 
open  accounts  loans  to  the  associations  may  be  grant-so. 
only  by  a  sspeslal  pei'mlt  fx'oia  the  Ministry  of  l?or-elgn  : 

Irade.  ’  -  ■  ■  '  ,  ^ 

Payments  of  debts  on  tbs  special  loan  acoounta 
in  the  case  of  export  operations  is  made  by  the  State 
Bank  and  an  application  is  not  reoulred  in  each  and 
imeTj  case®  Payment  of  such  debts  is  made  by  the  btace 
Bank  mainly  from  recaipts  from  the  sale  of  goods,  an,.*  , 

oartly  Lrorni  ,  '  1.  ■ 

■  Funds  entering  from  the  clearing  accounts  or  .  the 
oountrles  of  the  socialist  camp  for  the  goods  supplied 
oi’:  ssrulcss  renbored,  naymants  for  which  ar-o  effected 
?.ri  the  form  of  bills  for  oollectlcn  with  imriiediate  pay- 

Earnings  in  foreign  exchange  for  tha  e^i^port  of ■> 
gofids  hold  In -tbs  capitalist  comitries,  entering  from 
letters  of  credit,  bills  for  collection  drai-m  by  the 
associations  on  the  State  Bank  fo.r  eollectloti  of  ^ 

rat-nt  for  the  sold  goods,  and  remit  tan  cos  f.roR3  the  for¬ 
eign  buyers  abro-a,d“f or  the  export  goods  and  seru ices  , 

rehfle'reci  to  tbs®,  ■' 

Funds  ent'SrJng  on  export  settlement  accouti^s 
and  goods  ahlnped  on  account  of  the  credit  agreamarits, 
I.oans  on  settlement  doeuments  on  the  way  reS-at- 
tug  to  ssttlementB  for  gjoods  withdrawn  frotn  export  and 

sold  t^lthin  the  BBSR.  »  •,  ^ 

'  fo.relgn 

tra.d6  associations  dealing  in  import  operations  are  ,, 
baelcany  agents  carrying  out  coiamleslons  of  ;Bo'’7iet. 

.  ersterprlses  for  purchases  of  import  goods  from  abroad* 
In  executing  import  operations,  as  in  the  case  of  ex-: 
port  op(?ra,tions‘,  associations  do  not  receive  working  '  : 


canltal  of  their  . 
expenses  In  connsotion  with  these  operations,  are 
covered  by  the  commissions  they  dra’w  from  thcvir  customar- 
0'Onslgnoj'*s ,  and  all  their  0%’Grhead.  expanses  In  connection 

L  '  '  ' 


Their  ndmin 1st  native  and  su 


wlta  til?®  lEsport  of  ptood3  fhoy  malte  at  the  expanse  of 
tb,eli.  the  assocl«a-tlGnB  iOP  settlo- 

inents  with 'tbe  foreign  stippll»s’fl  tbs  liaport  gooda  .v 

aro  iosPed  to  the®  Iti  the  forai ,  of ,  loatse  for  a  tlae  pm-- 
til  the  coBt,:oftbe  Import’ goods  is  paid  for  hj  the 
Sovlat  eiiStoffier-coasignorQ.  All  formfl;  of  .l.oaaa  or?  la-- 
'Dort  operations  are  grant ©d  In  amounts  of  the  aos/Pal 
v-pltiB  of  Import  good  a  ^  with  the  addition  of  .the  expenses 
of  transport  to  the  USSR*  contferting  the^atoonnvs  of  for- 
eign  exchange  into  rnhlea  at  ths  rates  of  ftate 

8lno0  19.56  the  new  proeadnres  for  oredioing^u^te 
been  used  for  laicKsrt  operations  as  well  as  for  export 
operations .  '  .Iflor  to  this ,  f kinds  Of  loane^ were  ;■ 
p'^allable  to  the  foreign  trade  as^ocaitu-orj.;^  iBO^tiaing 
loans  for  letters  of  credit  ^  lo-axia  00  Import  goods  &» 


broad.  Xoana  on  Import  goods  on  the  way  to  the  USfeK  from 
abroad,  j  loans  on  laiport  goods  In  -USSR 
loans  on  ssttleseBt  doaPments  on  the  way  to  the  uouK« 

At  -prossnt,  Instead  of  all  these  loans ^  tao  ota./e 
.BatJk  grants  only  tv? o  kinds  of  loans  on  Import  operations 
to  the  foreign  trade  assoclaltonas  1)  Loons  usea^to  ^ 
draw  letters”  of  credit  for  settlement  a  with  the  Aprei-SiX 
firms  and  s?jpplylng  organ i2;at ions  for  supplleo  gooes  ana 
s-32'^losa  rendered  by  them.  iS)  lfOa.iis.on  imports  on  th© 
war  to  the  USSR  from  abroad,  as  wall  aa  on  Imports  In 
storage  in  the  USSR  and  abroad,  and  oir-settlement  docu™ 

■xi2.^Rtg''or!  the  way  to  the  USSR.  ,  , 

‘ihe  second  typo'  of  loan  la  granted  to  th®.  foreign 
trade  aasodlatloiXB  in  the  form  of  special  loan  acoounts. 
Deoeridisiff  upon  the  teraia  of  ©ettleiaert  ■a0gooiatlon& 
have  With  ths  foreign  flj?jss  and  supplying?  orgsBU.atiox?s 
foreign  trade  asaosiatlons  can  ua®  both  kinds  of  loans 
In  Import  cnej^'atloi'JB  or  dispense  with  theki...  a-ltogesher » 

Xti  crd0r'’  to  oj)0B  8.  Ioeb  s-ocouBt  for'  ox 

a  letter  of  credit  abroad,  the  foreign  trad®  associatloi^js 
ha'^e  td  submit  a  special  ■obllgatlan-applles-tion  to  ;  ■ 
the  Etate  Bank,  By  this-  application  the  forslgn  trade 
assoolatl,or!S  transfer  t-o  the  State  Biiiak  UEUsed  funds 
th®-'’’  hawo  In  their  accounts  In  'th®  State  J0tx£  on 
letters  of  credit  issued  by'  thaEi  abroad  for 'payment  for  . 
P'-DOdB  Bi^jd  s*0r"^ic0Sji  'life.a '  foT  disposal .  or  goods 

paid  fc.-r  urid©!-’  th®  lottsif's  of  credit  issued  by  them,  . 
and  their  rights  to  pledges  of  goods  x?.atd  .for  under  th® 
letters  of  orea It  Issued  by  tlieia.  ,  , 

Ij2,  the  same  ©b'l-lgat  I  on -application  th©  foreign 
.trade  assoclatlcns  corscide  to  the  State  Bark  the  r'L-*''^ 

L 
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r 


to  effect  p-cyBSWt  ©f  debts  Ofi  the  loa.n  s.c count  for  tho 
drawing  of  letters  of  credit,  and  In  cases  where  the  : 
amount  of  debts  or  the  loan  acconiat  exceeds  the  offered.  ^ 
guarantee®,  the  right  to  deduct  funds  from  the  settlement 
aecount  of  the  foreign  trade  association.  /  : 

Separate  loans  for  drawing  letters  of  credit  are 
granted  by  the  State  Bank  against  deolarationa  of  the 
foreign  trade  aasoci'attcns  regarding  lasnarces  of  letters 
of  cradlt.  Loans  are  issued  in  rubles  in  amounts  equal 
to  the  amount  of  foreign  exchange  at  the  operative  rates. 

Expiration  dates  of  letters  of  credit  are  fixed 
in  accordance  with  terms  of  eontrsots .0 on eluded  by  as~ 
soolationa  with  foreign  suppliers.  Hhese  dates  B.ay  bo 
extended  by  the  State  Bank  upon  application  of  the  as¬ 
sociations  if  sufficient  reasons  are  set  forth.  She  : 
.letter  of  credit ‘s  expiry  date  is  also  the  expiry  date 
for  the  loan  used  to  dra.w  the  letter  of  credit. 

, .Loans  used  t-o  draw  letters  of '  credit' are  paid 
from  Icmns  on  the  spooial  loan  account  and/or  from  •  re-; 
funds  of  unused  balances  on  letters  of  credit.  Payment 
of  loans  used  to  draw -letters  of  credit  from  the  'special 
3.oan  account  on  lispo,rt  goods  is  due  to  the  fact  that 
goeda  -Dsid  .from  the  letters  of  cJr’edlt,  while  on  the  way 
and  until  they  are  paid  for,>y?tbe  Soviet  consignor,  •' 


are  .credited  by  the  State  Bank.' 

■  -  S.peciaX  L£M  fox  S2.9M*  Shese  ■ 
accounti^re  used  by  the  State  Bank  to  credit  the  for¬ 
eign  trade  .associations  for  Import  goods  on  the  wa,y  to 
the  USSR  from  abroad,  in  warehouses  in  the  USSR  or  J  \ 


abroad,  end  also  on  settlement  .documents  for  import 


goods  on  the  ifay  to  the  USSR, 

To  obtain  a  credit  on  special  loan  apeounts  for 
iffioort  goods  foreign  trade  associations  must  subin?.t  to 
the  State  Ba-ok  an  obligation-application  by  which  they 
t2*ansfer  to  the  latter  the  rights  of  pledge  to  all 
Import  goods  they  have  abroad,  oa  the  way  to  the  USSR 
from  abroad,  and  in  the  USSR— in  ports,  rallvmy  stations, 
vfsi’ehouses,  or  any  other  place  of  storage.  By  the 
same  application  they  engage  themselves  to  watch  closely 
.the  movoment  of  their  debt "in  the  EpeciaX  loan  account, 
not  allowing  use  of  the  pledg.ed  goods  without  S'Ub-  : 
stitufcing  other  goods  or  paying  the  corr^ea ponding  part 
of  the  debt  to  the  State  E-ank. 

Loans  on  iraport  goods  In  warehouses  in  the  USSR 
or*  abroad,  are  granted  by  tho  State  'B&ik  to  tVie  assoc¬ 
iations  only  if  ""they  have  a  permit  to  store  the®  from 
a  corresponding  dopartme-nt.  Loans  on  the  spocial  loan 
h  -. 


4 roods  are  grafted  oft  imrolce  asHoonts 

Sf  tS'ccrMiprailnl  gocas  «r.a  also  on  tha  actual  cost 

■><•  ty  tho  state  Sant 

to  fumlEh  the  foreign 

^5?nSt?o^°c4l?ri^^^e1ScS™“^oc“ount  for  ’  ' '  , 
«‘pS;tea  Booia  are  granted  j^tbe  »M  to  Jhe  ^ 

■faroirn -trade  associations  for  tne  pajm.int  ^ 

euppliere  froE^tho  oountrlea  of  tb|  a^ul«Snta 

Sd1^S\S^-^^r4^?  rjl  for  -njo«on  wUh 

fwortod  gooJa  euwlUa  or  eervloea  rand., r«.  payments 

abroad  In  pa^yaent  for  goods  ?? 

and  raysant  of  debts  on  loans  granted 

to  the  foreign  trade  ©asoclations  for  the  oiawine  of 

fetters  of  credit  abrcad,  .,  f^«p,  ■ 

As  a  general  rnle,  l©aas  on  Itiporc  goodo 
the  Bpeolal  loan-  account  are  granted  for  a  ter  id  of  iO 


days, 
f 


la  ©oet  cases  this  term 
trade  assoolatlona ,  :  However  * 
not  be  cleared  within  this  tera  du©  to  tne  absoncj  o. 
ths  shl'oplnp  dOGUffjehts  necessary  for  writing  *,1^ 

till  to  a  Soviet  custofficr,  which  ’‘’5  „/■'., 

cas®  of  sea  tr-ansportatlon  of  Import  goods  from  J'*  ^ 

rorntries  th3  s  loan  terai  la  correspondingly  proiorigco, 
So^haie  ?he  tern  Prolonged  by  the  State  Bank,  ^ 
trade  aasoclatlons  suDnilt  «■« . 
roasonn  for  e.lor^ton  along 


trade  associations  1b 


dates  for  Gompletlon,  Such  , 

are  a/Lso  submitted  by  foreign  «  Pfirik 

rnS-' other  cesec  to  obtain  loans.  .  Tht.is,  fcne  Si^ate  Bank 

jSafo;  l/oi  contraote  In  the  ca«  of  loara 
poSai,  Btcrea  by  the  forslgn_ trade  aasoolat.ons  ta.^a 
abroad  or  In  the  bSSK.*  feriris,  of  t-io 
Vir^-d  acoordatice  with  the  term  of  storage  of  Ae 

£  the  hrohouas  approves  by  the  department  to  , 
which 'tbs  assoc lat lea  belong© .  In  the  case  m  goo«.s 
^  tSe  V©Y  tf  the  USSR  from  abroad*  the  term  la  ^.^ed 
SmpI  inlo  pens  Iderat  ion  tl«  perloa_£ 
which 


he  goods  Wlil  be  on  the  way  from  the  foreign  port  j 


*  .2/^  ‘ 


-cue;  por  t  Doi'der  atatlCB  of  the  Ut>oR.  ■' 

cf  debts  on  the  special  loan  account  made  m  xmport  ^ 

goods.  Is  basically  effected  by  amounts  paid  bjboyljt 

lust omero  and  buyers  ‘ 

by  the  asscolatlons  on  import  goods  elreaay  _^bip^ad._ 

Xf  tbs  5.Kiport?6d  goods  W6  lntondod  ^.o-.,  ^re-»6-.<poi!r  ? 
clearance  is  effected  on  acconpt  of  a  loan  obtalBea  :. 
fro©  a  special  loan  aocourit .  on -isiport  goods.  Funds  r©_ 
paid,  by  tl.e  foreign  trade  organ  I  xat  lens  of  the 
of  the  socialist  camp  due  to  refU3al_^of 
trade  asaoclationa  to  confirm  the  bli.ls  a..,ready  F 
fo^  by  the  bank.,  are  also  wsed  for  clearance  •  ot  tns'  , 

©boy debts.  Finally,  If  the  emcunt8.,from 

Hieritloned.  sources  are  sot  sufficient,  the 

of  the  debt  is  writ t 'on  off  from  the  settiement  acoojn  - 

cf  the  foreign  trade  assoelatlon.  ,  ...  ^  .  ^ 

As  1x8 s  already  been  stated,  one  of  the  aiOot  w- , 
portRiit  •orinclples  of  crediting.  In  5’^®. 

is  that  the'  credits  are  guaranteed ,  oy  the  iaatsr..al  goo.,vS  . 
If  debts  on'  loans  of  any  giyen  socialist  enterprise  ox- 
ceed  the  yalue  'of  the  eommodltlos  and  material  ^ 

aco6T;*t'6d  by  tli6  it  inoMS  tiiu 

iaraal  prlJeas  of  Its  .oono»lo  ar.d  fSoMclol  sotlTltl.s 

'As  security,  for  loans,  on  import  and  export  opera- 
ti oris  the  Sta.to 'Blnkr  accepts  Import  and  ©.xport  goods,  , 
shipping  doeumsnts  following  goodO,  claims  ol  assu«  •  . 
Olstloas  oh  Soylet  customers  and  foralgn  J^uysrs  ™  _ 
other  material  goods.  '  Such  goods  ana  ^  f 

'  iarsy  sorve  as  cu,.ara.ntseo  for  or  edits  .only  wi'S^ln  x-fee  li¬ 
mits  of  fixed’ storage  terms,  periods  of  tirae  on  th.6_  ■ 

way,  and  terine  of  correBpondliig  loans. ^  ihus,  import^  , 
goods  .in  ports  of '1:110  USSR  are  accepted  as  security  if 
of  8t.'O2^^-g0  cl06S  .  BOt-  @XC6Cd  OB 6 
, '0bw.:it!Odltl©a  a.Gd  aiaterlai.  goods  Serving  as ,  seour- , 
's.t'ir  on  3..oanB  are  o'b.o eked  monthly  by  the  State  Bank  by 
’  the  balance  sheet  of  the  foreign  trade  aoeociatlon. 
Baaldec,  spot  cbeoka  .are- carried  out  not  less  tbau  cnce 
a  month',  .imsod  on  accounting  data  show  in  g  the  terms  of 
St  or  as  0  of  goods  In  the  'USSR  or  abroad,  periods  of  tlm© 
they  were  on  ws-y,.  and  timely  claims  of  paymai.’Jiis  from 

the  foreign  buyers.  -  _ 

'  '#ren  aK-'  essool&tlon  falls  to  submit  Its  balance 
sheet  to  the  State -Be.nk  vrlthli^  the  fixed  lerm,^the  > 
.o-pflcer  In  oharp's  of  the  assoolahlon  la  adylseci,  ano.  in 
10  days  after  this  advice,  the  State  Bank  stops  paycisTits 
of  bills  from  suppliers  for  .©sport  goods  and  aervlcas 
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rende^.efi*  paymsnts  tvm>  tb.e  special  acdo-aPt-  of  the  asso- 
cStloti,  and  alBo  loans  for  ppeui/jg'  of  special  aocoun.s  ; 
ar\fl  ‘letters  of  credit-' IP  t-Pe  tlSBH»  ■  ^  ■ 

iMltlnf.  of  a  ■ba.lapce.sheet 
arc  overdue. ana  1.ffipo.rt  and  export  gooas  ^ 

n’”  1-n  sferare  for  terias  louaer  than  fi.xe4  s-or  toeE..#  3u^n. 

?;iS  ir  Sloiodk  by ?srfeb?r 

os-ted  for  security,  which  in  its  turn  causes  tho  ceuvu 
of  "the  association  on  loshs  to  exceed  the  aEiounts  df 
cnrlty*  Amounts  of  debts  not  cot'sred  by  security  *  ■ 

r^oovQ^ed,  b?  the  State  B&»k  froia  the  sattlamcnt  .J<3coub.u 

of'the  aesoclation,,  and  if  tbera  fran^^- 

In  this  EcoouBt, -this  iniccverea,  arioun*. 

ferref^  to  a^ioana  overdue  aceorat  oxy  .mxiQh  .ii|he.  .  - 

terest  rates  are  chargsd*  .  In  case  an 

sTnowin®  bad  woi'k,  to  certato  elrcurastancQS  >,mo  Sv<-j-i.c 

Bardr'ffiiy  take  appropriate 

enterprlBes  shov/l-og  bad  work  to  a  special  ay  at  era  ox 
croaitlnpr  and  settlesient)  •  i  ■  *.u  ~ 

irle  system  of  foreign  trad® 

3tate  Bank,  -4-hl oh  became  effective  j-C  I9.;)o»^c>^n^lueE  - 
«t3ly  aim-plifiecl  loan  teohnt-aues  to  forelgfi 
I  lat  1  ona  „  In  t hla  ey s  b  ea  'the  roaohinery  ^  t  ® 

nea-rly  automat leally,  so  that  the  granting 

of  everv  3xan  does  not  require  any  T^ju.!!cy.q 

ascoctation,  the  application 

-of  credit  efci'oad  being  the.  on ,lj  e^coeption.  ; 

all  loauB  are  granted  and  cleared  avotGing  -tn.e 

IT. ent  accounts  of.  the  Associations.  At 

credUinsr  cf  lanort  and  export  operations  f orelpi 

SS;  asBoaatloBS  dep.-bas  upo^  observe  tb« 

KcrraaX  t&rms  In  tha  turno‘far  of  goods  and  oetuxament-  . 

of  oredl-ttas  by  tbo  state  Baal:  of^ 

foralETi  trafle  assc-el-atloar.  and  other 

T^riae^.  ia  deslPined  to  guarantee  the  reality  of  dally  . 
Sona?a4y  coStroi  by  ,the~State  Bank  over:  thoir^financlai 
ar-d  oconoffi'x  activityt  This  system  prosotss  uhe  :: 

strengthening  of  ncn-flnanoed  ecxnoitilo  activity ;aM 

ffiske?  it  poskble  to  acoelorate,  through  sredii  tura-  ■ 
over,  funds  In  the  foreign  trade  associations ,.  . 

!Pne  adva'rita.ge3  c-f  a  socialiBt  economy  such  a»  _  ■ 
social  ownership  of  the, means  of  production,  ana  planned 
mana^Wxnt  of  the  national  so onoEty,  which  oxciuues  , 

-  anarchy  of  production,  crises' and  competltlori,  guarantee 


“1 


iffilntornTptea,  cf  axpanded  socialist^  ' 

and  acoelerate  the  tvirKOYar'  of  m&tePtax  sefa'oa^lii  tao 
iiatioaaX  ecoroiaj.  Howe'esr**  those?  ad"'/ ant  ages  oi  a  ; 
Boclallet  aocnciraj  ma/  he  fnlly  hoallsod  only  If  a.,.!  :  ' 

socialist  enterprises  (forsl^n  trade  SiSEoclaticns  m— 
oliidad)  taka  an'  active  part  5n  the  strnggfla  for  strict 
economy,  for-  In  areas  ea  In  reservee  In  the  'ecoroiaj,  and^ 
for  the  acceleration  of  the  turnover  of  worlsing  oapltai-. 

Accelerated  tnraover  of  worhlns  means  aa~* 

dltionaX  pr'oQ.uotion ,  f or  the  entire  natlcnal  ©cc?tjOE3'’ * 

‘ilils  acceleration  creates  essential  r ©serves,  helping  ; 
to  inersae  aecnmiTlatlons  for  purposes  ^  of  oapital  oon- 
struotions  and 'finance  social  and  eultxjral  aotlvltv^eSa 
as  well  ®.s  facilltat inr  timely  reoelpt^of  hMget^^liiCome^ 
Btriet  eoonoEy  acoeleratcsd  tui-nov’er'  of 
working  capital  are  important,  for  a  Boolaliat  economy  ■  . 
not  only  in  the  sphere  of  production,  'but  aieo  in  iwh©  : 
3‘tfeer®  of  circulation,  to  which  foreign  trade  holongs* 

‘fo  attain  accelerated  turnover  of  working  capital 
and  thus  provide  additional  resources  for  the  net^-onal 
eobKiomy  -.  a  datailed  and  ■nr'ofousnd  study  o£  tti©  ,ecoKto®*.©s 
and  finances  of  each  for-ciga  trade  asgosiation  ia  nec- 
ssaary*  fithout  such.  &  study  it  is  impoaBlblc  to  .uJa-* 
cover  the  factors  which  tend  to  accelerate  the  tus’ncver 
of  ?.-orking  capital  and  reduce  circulation  expenses  in 


foreign  ti-^asie*  ,  -s 

Berious  attention  to  the  problems  of  f inaucAai 
ecoBomy  of  socsialist  enterprises  (forelg'n  trade  aaao- 
clatlcns  Inol’jded),  s-nd  inculcation  ia  their-  werk  or 
strict  economy j.  will  be  of  the  greatest  iEportenca  ^ 
in  the  8ll-o?Jt  *etrugfle  for  fulf’lllmsct  and  over-.i.uy..--' 
f illmest  of  the  USBH'-’a  year-  plan  of  fieVelcpment 

for  the  years  1959“1.9f'5. 
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